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When you are asked to recommend 


an ACCOUNTING GOURSE 


T. help you in making suggestions, when asked by employees or by personal acquaintances to suggest a 


plan of accounting training, your attention is called to the educational organization of the International 


Accountants Society, Inc., here shown. 


The five men composing the Executive Educational Committee are responsible for 1.A.S. educational 


activities and policies, with particular reference to text material, research, standards, and technical methods. 


The sixteen Certified Public Accountants com- 








posing the I.A.S. Faculty are actively engaged in 
preparing text material, giving consultation service, 
or grading students’ papers. Some give their time 
and attention exclusively to I1.A.S. work. Others 
who are in actual practice of public accounting or 
corporation accounting, devote only part time to 
the work. Each subscriber secures the advantage 
of having his examinations handled by instructors 
from both groups. 

There are also forty members of the Advisory 
Board consisting of outstanding Certified Public 
Accountants, business executives, attorneys, and 
educators, who counsel with the I.A.S, manage- 
ment, upon request, with respect to technical ac- 
counting, educational, and business matters. 

The uniformly high caliber of the men who 
compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of 
Staff members in various advisory and consulting 
capacities provides the practical, broad viewpoint 


which is so necessary in adult education. 
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DATES AHEAD 
September 22-23-24-25 


Ninth Annual Meeting 


CONTROLLERS INSTITUTE 
OF AMERICA 


Waldorf-Astoria Hotel, New York City 


June 7 
NEW ENGLAND CONFERENCE 


Ocean House, Swampscott, Massachu- 


setts 


3—Twin Cities 


June 4—Buffalo 


| June 5—Connecticut, Rochester 


June 6—Philadelphia 


| June 10—Kansas City 
| June 11—Cleveland 
| June 12—Detroit 


June 13—Dayton 


| June 18—Syracuse 


June 20—Los Angeles, San Francisco, 


Cincinnati 
June 21—St. Louis 
June 25—District of Columbia 
June 26—Indianapolis 
June 27—New York City 
June 30—Pittsburgh 


Note: The above are the scheduled 
dates. Some changes may be made. 


PREPARATIONS FOR ANNUAL 
MEETING 

Mr. Thomas W. Dinlocker, of SKF 
Industries, Philadelphia, is chairman 
of the committee which is preparing 
the program and setting up the ar- 
rangements for the Ninth Annual 
Meeting of The Institute, to be held 
next September. He will welcome 
suggestions from members and other 
controllers concerning subjects, 
speakers, and arrangements. 


are invited to communicate with 


him, in care of the National Office 
of The Institute. 


They | 


JUNE MEETINGS of Controls | 














In This Issue 


The latest information concerning the 
efforts of some states to tax sales of 
goods in interstate commerce is brought 
to controllers in this issue, in the articles 
by Mr. Arnold E. Monetti, attorney, and 
Mr. Cyrus B. King, also an attorney and 
issued by 


editor of the publications 


Prentice-Hall, Inc. Messrs. Monetti and 
King bring readers of this magazine, in- 
cluding the members of The Controllers 
Institute of America, down to date with 
respect to this most important develop- 
ment. It is a trend in the field of taxa- 
tion which is causing great concern 
among controllers and other business 
executives. There is only speculation, as 
yet, as to how far this trend will go, and 
as to whether the courts will stop it, but 
these articles appraise and evaluate the 
meager information available at this time 
as to what future developments will be. 

Editorial reference is made in this 
number as to what the big spending 
program of the government, for defense 
purposes, will probably mean to control- 
lers in the way of new problems. These 
expenditures will differ from the other 
large governmental spending programs 
of the past seven years, as in this latest 
program a hurry call will go out to in- 
dustry, and new regulations, contracts, 
standards of performance, and financial 
problems will present themselves. It is 
just possible that the advice of control- 
lers will be sought by the government as 
to the best procedures to be set up in the 
way of controls, with the thought of do- 
ing away with some of the excessive red 
characterizes 


tape which government 


operations. Controllers would be glad to 
give their advice. Amendment of sec- 
tions of many of the laws now prevail- 
ing would be necessary to bring about 
real modernization of government pro- 
cedures. 

“Relieve the relief problem’’ is the 
suggestion made by Mr. Walter D. Ful- 
ler, president of Curtis Publishing Com- 
pany, as the first step toward balancing 
the budget, of a state or of the nation. 
In other words, make jobs; and try to 
make those on relief want to get off as 


quickly as possible. 














Recent Publications 


CONTROLLERS 
INSTITUTE OF AMERICA 


“War Problems of Business As the 


Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 


1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 
June, 1939 


40 Pages $1.00 


“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 


November, 1938 24 Pages 75¢ 


Earlier Publications 
(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 
Research Council. 


1932 16 Pages 25¢ 


“Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ | 


Year Books 


1932, 1933, 1934, (1935 and 1936 
out of print) 1937, $2.00. 1938, 
$2.50. To be published in March 
1940, Year Book of 1939, $2.50. 


“The Controller” 


All issues since February, 1934, to 
date, with exception of May, 1934, 
February, 1936, September, 1937, 
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out of print. 50¢ Each 


Duties of Controller 
A single sheet, presenting the defini- 
tion by The Controllers Institute of 
America, of the duties of a control- 
ler. 


Sent free upon request. 
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L.dttortal Comment 


T is with more than a patriotic interest that con- 

trollers observe the preparations that are being 
made by the government to expend five billions of 
dollars for tangible things—guns, planes, tanks, bat- 
tleships, ammunition, and hundreds of additional 
items. To that patriotic interest controllers naturally 
add a technical interest, and the question arises in 
their minds, what controls are to be maintained over 
the budgeting and the expending of those billions ? 
Are they to be simplified and modernized, or of the 
familiar involved governmental type? 

Controllers individually and through their na- 
tional organization do not approach this question 
from a political or partisan point of view. Instead, 
their technical instincts are uppermost. They realize 
that production of manufactured goods of all 
classes will be speeded up, kept on a high level of 
perfection, and accomplished at lowest cost, if suit- 
able controls are set up and maintained over this 
immense spending program. 

This, as they see it, would involve drastic amend- 
ment of present control procedures followed by the 
government, which they regard as cumbersome. The 
crying need for speed, for excellence of perform- 
ance, and for a dollar’s value for every dollar spent, 
calls for the highest grade of controllership as the 
number one aid to business and to government, to 
insure satisfactory results. 

What the highest grade of controllership is, for- 
ward-looking business executives know. Government, 
on the other hand, is handicapped by a multitude of 
laws and regulations, outmoded routines and pro- 
cedures which delay completion and execution of 
contracts. These costly procedures in the expending 
of even small sums of money—procedures which 
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have developed through years of bureaucracy and 
which may perhaps be tolerated in peace times, ex- 
pensive and unworkable as they are from a business 
man’s point of view—should be amended quickly in 
time of emergency in favor of modern procedures. 

Good controllership is simple, rapid, effective, and 
sound. It prevents losses of time; it insures high 
standards of proficiency and speed of production, 
and lowers costs. 

Business men, especially industrialists, want to do 
their part patriotically and without hope of exces- 
sive reward, in this time of stress; they want to do 
business with the government, probably will be re- 
quired and commanded to do so; but how they 
dread it! 

And why? Because of red-tapism. Because of out- 
worn and outmoded burdensome procedures and de- 
laying routines prescribed by the government. Be- 
cause of indecision. Because of bureaucracy and its 
foibles. Because of lack of modern, up-to-date con- 
trollership practices in business as conducted by the 
government. Because of the differences, arguments, 
delays, and excessive costs which that lack entails. 

Henry Ford stated the case succinctly. He would 
turn out a great number of airplanes daily, he said, 
if the meddlers could be kept out of his factories. 
Keeping archaic business practices out of transac- 
tions between the government and business con- 
cerns is equally essential. 

Is it too much to hope that a centralized control 
can be set up to keep these expenditures going in 
the direction in which they are intended to go? To 
budget them, direct them, speed them? To shear 
away red-tape? To insure honest handling, and high 
standards of performance? 
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From all sides come cries for efficient, business- 
like management. This means efficient controller- 
ship, as controllership is the right hand of manage- 
ment. This service—good management and control- 
lership—is available to the government if it wants it. 


HEN this country was at war in 1917 and 1918, 

controllership was little known, as such. The 
calling, its functions and accomplishments, were in 
the formative stage. Controllers as individuals and as 
a group were not called on in that crisis by the gov- 
ernment to assist in the handling of the great pro- 
jects that were undertaken. Some of the tangles that 
resulted from those stupendous activities are still in 
the process of being unraveled. 

Today, management of business concerns knows 
what it may except from controllers in the way of 
smoothing, coordinating, recording, analyzing, in- 
terpreting, accounting for and reporting on business 
transactions, their progress and results. To a certain 
extent, too, government officials know of this com- 
paratively new tool of management and of business, 
and what it is accomplishing in the business world. 

What will this sudden splurge of spending for de- 
fense mean to controllers? Primarily it probably will 
mean a new set of governmental rules and regula- 
tions with which business concerns will have to com- 
ply, in order to do business with the government; 
new forms of contracts; new forms of taxes; new 
financial problems; new rules with respect to wages, 
hours, and social security; and possibly, direct con- 
trollership aid to whatever organization with execu- 
tive powers the government may set up to carry out 
the arming for defense program. 
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This calling of controllership was never in a bet- 
ter position to be helpful to both business and gov- 
ernment; and it would appear that both business and 
government have never been in greater need of all 
the help of this kind that is available. 

The leaders in the field of controllership—and 
this is written without the formality of first making 
inquiries of those leaders—would undoubtedly re- 
spond promptly to any call that might be made on 
them by government for the type of help and service 
which they are especially equipped to give, even at 
the expense of the services which those leaders are 
now performing for their respective companies. The 
national organization of controllers, The Control- 
lers Institute of America, also would undoubtedly 
give its assistance to government if called on to do 
so, to help insure the success of the government's 
program for defense. 


WO subjects, technical in character, which cur- 

rently are foremost in the thinking of control- 
lers, are first, the pronounced trend toward taxation 
of sales in interstate commerce; and second the ques- 
tion whether to apply to the Commissioner of In- 
ternal Revenue for permission to adopt the last-in, 
first-out principle of pricing inventories, in determ- 
ining the income, for income tax purposes. Both of 
these subjects have been studied and discussed in 
meetings arranged by The Controllers Institute of 
America. Taxation of sales in interstate commerce 
is the subject of two illuminating papers which ap- 
pear in this issue. It is a matter concerning which 
much will be heard in the next year or two, and care- 
ful reading of the material is recommended. 
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In the respective by-laws of the 
companies which you represent there 
may be a provision defining the 
duties of a controller among which 
there is undoubtedly included the 
supervision of the accounting prac- 
tices, methods and records of the 
company and the preparation of all 
financial statements, accounting re- 
ports and tax returns of the com- 
pany. You would doubtless be easily 
persuaded that this is a large assign- 
ment. I know, therefore, that you are 
busy men; that you are less inter- 
ested in theories than in short and 
direct answers to the many questions 
which confront you. For this reason 
I hesitated to accept the invitation to 
address you on a_ subject which 
hardly lends itself to short and direct 
answers. But your persuasive chair- 
man convinced me that I should at 
least try to answer some of the ques- 
tions in your minds and suggest to 
you others which you ought to be 
considering. 

I presume that the taxation of sales 
in interstate commerce referred to in 
the program of this conference is 
state and local taxation, rather than 
federal taxation. It is true that there 
has been and still is some taxation of 
sales by the federal government, such 
as the federal tax on sales of gaso- 
line, soft drinks, matches and, until 
recently, carbonic acid gas. And there 
are prophets in the land who sponsor 
more general federal taxation of 
sales, but you doubtless feel that they 
need not yet be taken too seriously. 
I leave, then, the federal aspect of 
this subject with the passing observa- 
tion that the time may come when 
you would welcome a single federal 
sales tax in lieu of a myriad of state 
and local taxes. 

Not so long ago, as your chairman 
has suggested, our subject would 
have hardly seemed worth discussing, 
as state and local taxation of sales in 





Commerce 


By Arnold E. Monetti 


interstate commerce was thought to 
be prohibited. The reason for this 
assumption stemmed back to Article 
I, Section 8, Clause 3, of the Consti- 
tution of the United States which, by 
its terms, reserves to Congress the 
power “to regulate commerce among 
the several states.” It may seem not 
so very clear that this language was 
intended to prohibit state and local 
taxation of sales in interstate com- 
merce, but following the decision in 
1887 in Robbins v. Shelby County 
Taxing District, a formidable body 
of Supreme Court decisions had de- 
veloped which held invalid nineteen 
state statutes and city ordinances to 
the extent that they sought to tax 
the occupation of selling goods prior 
to their interstate transportation into 
the purchaser’s state for delivery. 
Moreover, the rule was laid down in 
that case that the business of carry- 
ing on interstate commerce could not 
be taxed by the states or subdivisions 
thereof at all. 


INTERSTATE TAXATION LONG 
THOUGHT To BE PROHIBITED 


That rule was consistently adhered 
to by the United States Supreme 
Court, which has held that when con- 
tracts for the sale and delivery of 
goods across state lines are entered 
into, such transactions are interstate 
commerce in their very essence and 
any state tax upon them is a regula- 
tion of, and a burden upon, inter- 
state commerce. No tenet arising out 
of the commerce clause seemed more 
firmly established than the familiar 
doctrine that no state may tax an in- 
terstate sale. 

Recently, statements began to 
creep into the decisions of the Su- 
preme Court which seemed to shed 
doubt upon this doctrine. Thus, in 
the Western Live Stock case, decided 
in 1938, Mr. Justice Stone developed 
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Taxation of Sales in Interstate 


and applied two propositions; (1) 
that interstate commerce should pay 
its just share of the state tax burden, 
and (2) that state taxes measured by 
gross receipts from interstate com- 
merce have been and should be sus- 
tained when not involving danger of 
cumulative burdens not imposed on 
local commerce. And in the Adams 
Manufacturing Company case, Mr. 
Justice Roberts emphasized the risk 
of a double tax burden to which in- 
trastate commerce is not exposed. 


REAL OBJECTION WAS MULTIPLE 
TAXATION 


Thus it began to appear that the 
real objection to taxation of inter- 
state commerce was that such com- 
merce should not be exposed to 
double or multiple taxation, and it 
began to appear that a single tax 
which would not place interstate 
commerce at a disadvantage in com- 
peting with intrastate commerce 
would not be opposed, but on the 
contrary, favored. At the same time, 
there was developed a theory that 
state taxation of interstate commerce 
was objectionable only if it consti- 
tuted a direct burden on such com- 
merce as distinguished from an in- 
direct one. 

There were other flies in the oint- 
ment. In the Wéiloil case, decided in 
1935, the Supreme Court upheld a 
state tax on an interstate sale on the 
theory that the interstate transaction 
was not required or contemplated by 
the contract between the parties. 
There the vendor was a dealer, and, 
as he did not have the goods in his 
possession at the time he contracted 
to sell them, he was, theoretically at 
least, free to fill orders from inside 
the state or outside. The case seemed 
to many of us, however, to be easily 
distinguishable from that of a manu- 
facturer with plants outside of the 





buyet 
fill hi 
Th 
on th 
relati 
prem 
ment 
the. S 
purch 
theor 
had c 
court 
case, 
could 
Califc 
and r 
realiz 


RECE! 


Stil 
tax a 
woulc 
inters 
might 
seller 
and e 
clear]; 
Court 
tional 
sumec 
declar 
croack 
field 
those 
the Be 
panior 
& Tar 
These 
hold < 
shipm 
plated 

Wh 
the ch 
since 
Cash | 
or wh 
not c 
Cash | 
of Ap 
had o 
questi 
hereaf 
upon 
any ra 
that t 
merce 
or lox 





(1) 
pay 
den, 
d by 


sus- 
or of 
1 on 
dams 


risk 


the 
ater- 
| to 
id it 
tax 
state 


lerce 

the 
ime 
that 
lerce 
nsti- 
com- 
1 in- 


pint: 
d in 
Id a 
. the 
tion 
d by 
ties. 
and, 
1 his 
cted 
ly at 
side 
med 
asily 


anu- 








buyer's state, who naturally would 
fill his orders from those plants. 
There was also some handwriting 
on the wall in the form of decisions 
relative to use taxes. In 1937 the Su- 
preme Court sustained a comple- 
mentary use tax upon the use within 
the. State of Washington of goods 
purchased outside of the state on the 
theory that the interstate commerce 
had come to an end. And when the 
court held, in the Felt & Tarrant 
case, that an out-of-state vendor 
could be compelled to collect the 
California use tax from his purchaser 
and remit it to the state, some of us 
realized that the jig was about up. 


RECENT DECISIONS COME AS SHOCK 


Still, it was thought that a sales 
tax against a manufacturer vendor 
would be clearly a direct burden on 
interstate commerce and (since it 
might be imposed by the state of the 
seller as well as that of the buyer, 
and even the state of transshipment) 
clearly bad. And when the Supreme 
Court denied certiorari in the Na- 
tional Cash Register case it was as- 
sumed by many that the court had 
declared a halt upon the gradual en- 
croachment of state taxation into the 
field of interstate commerce. To 
those who so believe the decisions in 
the Berwind-W hite case and the com- 
panion cases of DuGrenier and Felt 
& Tarrant came somewhat as a shock. 
These were the first decisions to up- 
hold a sales tax where the interstate 
shipment was concededly contem- 
plated and required. 

Whether the decisions were due to 
the change in personnel of the court, 
since the denial of certiorari in the 
Cash Register case only a year before, 
or whether the Supreme Court had 
not considered the question in the 
Cash Register case, because the Court 
of Appeals of the State of New York 
had omitted to decide a non-federal 
question, to which reference will be 
hereafter made, remains a matter 
upon which people may differ. At 
any rate, it can be no longer doubted 
that there is nothing in the com- 
merce clause which prevents a state 
or local government of the buyer 


from imposing a sales tax upon a sale 
in interstate commerce, provided that 
intrastate sales are taxed in the same 
way and that the tax does not amount 
to regulation. 


ARE INTRASTATE SALES TAXED? 


There remains, of course, the ques- 
tion of whether the particular state 
or local law permits the tax. Thus, 
the Berwind-White, DuGrenier and 
Felt & Tarrant cases arising out of 
the New York City law were re- 
manded to the Court of Appeals, in 
order that that court might deter- 
mine whether the tax was valid un- 
der the local law. 

As many of you are no doubt in- 
terested in that particular tax I shall 
at this point say a few words with 
respect to the question that now rests 
with the Court of Appeals. Before 
doing so I would note however that 
if the product sold is subject to the 
personal property tax there would 
seem to be little advantage in at- 
tempting to claim exemption from 
the sales tax. 
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The Enabling Act, pursuant to the 
authority of which the New York 
City tax law was enacted, expressly 
prohibits the City from imposing a 
tax upon “any transaction originat- 
ing and/or consummated outside the 
territorial limits of the city.” In the 
DuGrenier and Felt & Tarrant cases 
the contracts of sale were made out- 
side of the territorial limits of the 
city, and the question arises as to 
whether the transactions are exempt 
on the theory that they originated 
outside of the City. 

The Appellate Division, First De- 
partment, decided in the National 
Cash Register case that since the con- 
tracts there involved were made that 
is, accepted, outside of the City of 
New York the transaction orginated 
outside of the city and could not be 
taxed by the city because of this pro- 
vision of the Enabling Act. Al- 
though the Court of Appeals did not 
base its decision in the National 
Cash Register case on a construction 
of the Enabling Act, it did touch 
upon this point in language which 





As Mr. Monetti points out, 


| IS BAR BEING REMOVED, AGAINST 
| TAXING INTERSTATE SALES? 


To subject of the paper presented at the Eastern Spring Con- 
ference of Controllers by Mr. Arnold E. Monetti is one that is 
uppermost in the minds of many business men, who. are watching 
anxiously the development of the trend toward taxation of trans- 
actions in interstate commerce. 


business men have for years re- 





garded sales in interstate commerce as free from taxation, under 
the prohibition contained in the Constitution of the United States 
of America. It seems that this prohibition is being undermined, 
and business executives are wondering how far this trend may go. 
The bar of the commerce clause seems to have been removed by 
recent decisions of the courts—namely the bar against a tax im- 
posed by a buyer’s state upon a sale in interstate commerce where 
the tax is imposed in effect upon the buyer. Old doctrines are be- 
ing abandoned. 

It is with pleasure that The Controllers Institute of America 
presents this first illuminating message to controllers and others 
on this most important development. Mr. Monetti is with the law 
firm of Shearman & Sterling, who are general counsel for the Na- 
tional Cash Register Company, in charge of the case of that com- 
pany to which reference is made in this paper. Mr. Monetti as- 
sisted in preparing that company’s case and has made a special 
study of developments in this field. The Institute will keep in 
close touch with future moves, developments and decisions in this 
realm, and present them currently. THE EDITOR. 
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offers the only available clue as to 
what its decision will be with respect 
to shipments from a point outside to 
a point within the territorial limits 
of the City, as follows: 


ONLY AVAILABLE CLUE AS TO 
COMING DECISION 


“The interpretation placed by the Ap- 
pellate Division upon the statute removes 
from the city’s power of taxation many 
transactions which have no connection 
with interstate commerce and, we are 
told, many transactions on which taxes 
have been collected, without challenge or 
protest from any taxpayer. Arguments, 
not without weight, have been presented 
that, when the enabling statute is read as 
a whole, it appears that the field of taxa- 
tion which the Legislature intended to 
open to the city is not so narrow. We 
confine our determination to the question 
presented in this proceeding, viz.: Has 
the city power to impose a tax upon the 
proceeds of ‘special orders’ obtained in 
New York for goods manufactured in 
Ohio and shipped from there in packages 
designated for a particular customer? The 
scope of the powers of taxation which the 
Legislature intended to confer upon the 
city in the enabling act becomes material 
only if the State itself had such power 
and could confer it upon the city.” [Italics 
supplied.} 


I do not wish to predict what the 
Court of Appeals will do when it 
reviews again the DxGrenier and 
Felt & Tarrant cases, but this lan- 
guage does not hold any promise that 
the Court of Appeals will adopt the 
theory of the Appellate Division and 
hold the transactions to have orig- 
inated outside of the city. The alter- 
native, of course, is to hold that the 
transactions originated where the 
orders were taken, which was within 
the city limits. 

Another question arising under 
the Enabling Act is whether the 
transactions were exempt on the 
ground that they were consummated 
without the territorial limits of the 
City on the theory that the delivery 
took place outside of the City limits. 
The Court of Appeals held in Matter 
of Gunther's Sons v. McGoldrick 
(279 N. Y. 148) that this provision 
of the Enabling Act prevents the city 
from imposing a sales tax upon 
transactions involving a delivery to 
points outside the territorial limits of 
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the city on the ground that such 
transactions were consummated out- 
side of such limits by reason of such 
delivery. It may be important, there- 
fore, to determine where delivery 
takes place. 

This is a difficult and technical 
question which should be decided 
only after a careful consideration of 
the facts in the particular case. There 
are, however, a few general princi- 
ples applicable to delivery: 


WHERE DELIVERY TAKES PLACE 


(1) If the contract of sale ex- 
pressly states where delivery is to 
take place that will, of course, be 
held to be the place of delivery; 

(2) Section 43 of the Uniform 
Sales Act, in effect in New York 
State and many other states, provides 
that apart from any express provi- 
sion, or from a usage of trade to the 
contrary, the place of delivery is the 
seller’s place of business. 


Section 19 of the Uniform Sales 
Act lays down certain rules for ascer- 
taining the intention of the parties 
with respect to the transfer of prop- 
erty as between seller and buyer. It 
is there provided that where, in pur- 
suance of a contract to sell, the seller 
delivers the goods to a carrier of 
other bailee, whether named by the 
buyer or not, for the purpose of 
transmission to the buyer, the seller 
is presumed to have unconditionally 
appropriated the goods to the con- 
tract, but that if the contract to sell 
requires the seller to deliver the 
goods to the buyer, or to pay the 
freight or cost of transportation to 
the buyer, the property does not pass 
until the goods have been delivered 
to the buyer. The courts of this State 
have held (Miller & Sons v. Sergeant, 
191 A.D. 814) that the term “F.O.B. 
seller's plant” does not of itself indi- 
cate that the seller’s plant is the place 
of delivery, but is merely an element 
of the price, meaning that the buyer 
is to pay the freight. However, where 
the contract merely contains these 
words and is silent as to the place of 
delivery, the factory of the seller is 
the place of delivery. This is not 
merely because of the use of the term 








“F.O.B. seller's plant’”’ but because of 
the general rule recognized in the 
Uniform Sales Act, and in judicial 
decisions, to the effect that in the ab- 
sence of any express provisions as to 
the place of delivery the place of de- 
livery is presumed to be the seller’s 
place of business. 

It has been held that a “C.I.F.” 
contract presumptively intends deliv- 
ery at the residence of the buyer, not 
at that of the seller (Schapflocher v. 
Engee, 197 A.D. 781). 

Turning to the possible effects of 
the Berwind-W hite decision, we are 
confronted with at least three impor- 
tant questions: 


THREE IMPORTANT QUESTIONS 


1. Will the decision be applied to 
sales taxes which are not supple- 
mented by a use of personal property 
tax and which are clearly imposed on 
the seller? In the Berwind-White 
case, the majority and the minority 
disagreed as to the person on whom 
the tax was imposed. The minority 
contended that if the vendor must 
pay the tax, whether or not he could 
recoup the amount from the pur- 
chaser, and the tax, as there, is as- 
sessed against the vendor, it would 
seem inadmissible to defend the tax 
upon the ground that it is a tax 
upon the purchaser. For the major- 
ity, Mr. Justice Stone cited the clause 
of the local law, which commands 
that the tax shall be paid by the pur- 
chaser to the vendor for and on ac- 
count of the City of New York, and 
noted that by the same clause the 
vendor who is authorized to collect 
the tax is required to charge it to the 
purchaser separately from the sales 
price, contending that those provi- 
sions amply justify the majority's 
characterization of the tax as one laid 
upon the purchaser. It may well be 
that this distinction will ultimately 
be considered of no importance, as in 
the last analysis most taxes are passed 
on to the consumer in one form of 
another. 


WILL Tax BY SELLER'S STATE BE 
SUSTAINED ? 


2. The next question is whether 
the decision will be applied to sus- 
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tain a tax imposed by the seller’s 
state or a state of transshipment. The 
inferences from Mr. Justice Stone’s 
majority opinion do not point in 
that direction. Not a little of Mr. 
Justice Stone’s substance would evap- 
orate if the court in the future should 
fail to live up to his revelation that 
the underlying rationale of all the 
decisions is that the interstate com- 
merce must not be placed at a disad- 
vantage as compared with intrastate 
commerce. It is generally thought 
that the most substantial point made 
by the minority in its dissent was 
that if the state of delivery is allowed 
to tax, because of the delivery, the 
state of origin and of transshipment 
are as much entitled to similar taxes 
on what goes on within their bor- 
ders. It may be inferred from this 
that the minority feels that the deci- 
sion in the Berwind-White case will 
support a tax imposed by the seller's 
state. I will hazard a guess, however, 
that if and when the question comes 
before the court the judges who 
made up the minority will vote 
against a tax by the seller’s state. 
Since, as has been pointed out, the 
majority, too, seem to be against such 
a tax there would seem to be a good 
chance that a tax imposed by the sel- 
ler’s state or the state of transship- 
ment will be held invalid. 

3. A third question is whether the 
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Berwind-White decision will be ap- 
plied to sustain a tax imposed for the 
privilege of doing business, such as 
the Illinois occupation tax measured 
by gross sales. As this is a distinction 
of form rather than of substance it 
does not seem altogether unlikely 
that the Berwind-White case would 
be so applied. But if such a tax 
amounts to a regulation of interstate 
commerce, the decision can not be 
considered authority to sustain it. 


SUMMARY 


To summarize, the immediate ef- 
fect of the recent decisions with re- 
spect to taxation of sales in interstate 
commerce is to remove the bar of the 
commerce clause from a sales tax im- 
posed by the buyer's state upon a sale 
in interstate commerce where the tax 
is in effect imposed upon the buyer. 
The doctrine heretofore prevalent, 
to the effect that interstate commerce 
may not be taxed directly by the 
states at all, has been abandoned, and 
a new tule has been established, that 
taxation of interstate commerce is 
permissible unless it operates to reg- 
ulate or discriminate against such 
commerce. How far this new doc- 
trine will lead us no one can say. But 
it seems clear that the field for taxa- 
tion of interstate sales has been enor- 
mously enlarged. 


Outlook Gloomy Concerning Taxation 
of Sales in Interstate Commerce 
By Cyrus B. King 


Mr. Monetti has given you the 
background of the Supreme Court 
decisions. I shall call to your atten- 
tion some of the problems which 
will arise under the various statutes 
and regulations. 

I hope that no one is under the 
illusion that any one person can keep 
in mind the provisions of all the 
statutes which we are discussing, or 
the regulations, or, for that matter, 
the court interpretations, so I shall 
use a few statutes simply as examples 
of some of the problems which I 
Shall raise. 


Just before I came in here I re- 
marked to Mr. Tucker that one of 
the things which I have observed 
about The Controllers Institute is 
that it is always about six months 
ahead of the times. It is always get- 
ting us down here to talk about 
something that nobody knows any- 
thing about. He put me on the spot 
once before, when the Wage and 
Hour law went into effect. I had 
some fun discussing it, but none of 
us knew anything about it at that 
time. None of us knows very much 
now about what is going to be done 
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with the state sales taxes. I think 
the outlook is pretty gloomy. 

A good deal of time would be 
wasted if I attempted to state a pre- 
cise definition of the term “sales 
tax.’’ The legislatures have given a 
variety of different names to these 
taxes. The majority of them consider 
the tax to be one on the privilege of 
conducting the business of selling at 
retail within the state boundaries. 
Some are denominated “‘license 
taxes.’” Others wisely avoid any sort 
of definition and simply impose a 
“sales” or “retail sales” tax. 

The wording of any particular 
clause in an act may be of little im- 
portance, although the actual pur- 
pose and modus operandi, gathered 
and gleaned from the entire act, may 
reveal the legislative intent, and, as 
we shall see, be very important in re- 
gard to the interstate commerce ques- 
tion. 


WHAT CONSTITUTES A SALES TAX? 


The taxes which we are consider- 
ing this afternoon are those which 
are imposed directly on sales, or are 
measured by the gross receipts from 
sales by the taxpayer, or by the price 
charged or paid for every article sold 
at retail in the state. The fact that 
there is not a precise criterion of 
what constitutes a sales tax is prob- 
ably evidenced by the fact, as well as 
any other way, that we at Prentice- 
Hall do not always agree with our 
competitors as to what constitutes a 
sales tax. However, I am not relying 
on anybody’s definition or classifica- 
tion here. We shall just consider 
them all. 

Using the term then in its broad- 
est sense we find that such taxes are 
imposed in these states and in some 
cities which I shall mention, too: In 
Alabama, which also has a use tax; 
Arizona; Arkansas; California, which 
has a use tax; Colorado, which has a 
use tax and a service tax; Illinois; 
Iowa, which has a use tax; Kansas, 
which has a compensating tax, in ef- 
fect a use tax; Louisiana, which has a 
use tax, and also the City of New 
Orleans, which has both types of 
taxes; Michigan, with its use tax; 
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Missouri, with a sales tax, and the 
most amazing of all that I have 
found so far is the Kansas City use 
tax, which is deliberately intended to 
supplement the state tax, which is a 
new departure. It has the features of 
an ordinary use tax. 

Mississippi, with a compensating 
tax; New Mexico, with a use tax; 
New York City, with a fleet of taxes; 
North Carolina, with a use tax and a 
receipts tax; North Dakota, with its 
use tax; Ohio, Oklahoma, South Da- 
kota, and Utah, all with use taxes; 
Washington, which unquestionably 
has the most elaborate system of all 
(the last time I counted I think there 
were seven different taxes out 
there); West Virginia, which has a 
consumer’s retail sales tax and a 
gross sales tax; and Wyoming, which 
also has a use tax. 

In addition to these which we can 
consider, using the term broadly, as 
the modern sales taxes, there are 
taxes in other states which may un- 
der certain circumstances for all prac- 
tical purposes amount to sales taxes 
from the point of view of the seller 
who may be affected. 


Gross RECEIPTS TAX 


I think, for instance, of such taxes 
as the gross receipts tax in Connecti- 
cut, which is imposed because their 
income tax covers only corporations. 
This has been interpreted to be a 
privilege tax, and it is upon the en- 
tire gross income from business car- 
ried on in the state. 

There are such license taxes as 
those in Delaware, Florida, and 
Pennsylvania which are imposed 
upon gross receipts from sales; but 
at least in the case of Florida and 
Pennsylvania a local establishment is 
definitely required for the operation 
of the tax. 

There is the Indiana gross receipts 
tax, which is a problem in itself, and 
if anybody is interested, you can 
spend a whole afternoon on that. 

But for one reason or another 
these latter taxes differ materially 
from the ordinary sales tax and will 
not be considered hereafter. In other 
words, the discussion will be con- 
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fined to the sales taxes imposed by 
the states in the first list I read. 

The laws of all the states except 
Arizona, Illinois, and Michigan pro- 
vide that the tax must be passed on 
to the consumer, but collected by the 
seller. These exceptions are partic- 
ularly interesting in view of some of 
the reasoning of the Supreme Court 
in the Berwind-White case. It will 
be remembered that the court laid 
great stress on the fact that the con- 
sumer bears the burden of the New 
York City tax and hence treated the 
tax as if it were a use tax. This fea- 
ture of these three laws should there- 
fore be considered in some detail as 
it may have an important bearing on 
the question of the taxability of sales 
in interstate commerce. 


Not To BE COLLECTED FROM 
PURCHASER 


The Arizona situation is not free 
from doubt. The statute itself is si- 
lent on the subject. There have been 





NOTHER phase of the | 

problems presented by 
the movement to tax sales in 
interstate commerce was pre- 
sented by Mr. Cyrus B. King, 
of Prentice-Hall, Inc., in the 
group conference devoted to 
discussion of this subject 
which was a part of the pro- 
gram of the Eastern Spring 
Conference of Controllers, at 
the Waldorf-Astoria Hotel in 
New York City on May 20, 
under direction of the Con- 
trollers Institute of America. 
Mr. King, an attorney, of the 
California bar, is editor of the 
publications of Prentice-Hall. 
His contribution to this pro- 
gram is meaty and informa- 
tive, and serves to put con- 
trollers and other business 
executives on notice as to 
what they should be on the 
lookout for in the months 
just ahead. 

This group conference was 
under the chairmanship of 
Mr. George D. Ellis, of Com- 
bustion Engineering Com- 


pany, Inc. The Editor. 














no decisions from the courts of Ari- 
zona on the subject. However, the 
attorney general of the state has 
twice ruled that the tax is a tax on 
the seller and that it is not to be col- 
lected from the purchaser. 

The Illinois tax is definitely a re- 
tailer’s occupation tax, and there is 
no authority for passing it on to the 
purchaser directly. ; 

The Michigan tax is clearly on the 
seller, although the law contains an 
unusual provision that “nothing con- 
tained in this Act shall be deemed to 
prohibit any taxpayer from reimburs- 


ing himself by adding to his sale | 


price any tax levied hereunder.” 

The important point is that the 
laws of these three states do not com- 
pel the seller to collect the tax from 
the buyer. 

Your managing director, who re- 
cently returned from Chicago, calls 
particular attention to the Illinois sit- 
uation in the printed program. I as- 
sume that while he was in Illinois he 
heard a good many groans and wails 
about what the Illinois Department 
is trying to do, in view of the Ber- 
wind-White case; and this is as good 
a point as any at which to discuss 


that particular situation. I think we f 


may be able to raise some general 
questions which will have to be an- 
swered in a great many states some 
day. 

Bear in mind that the Illinois tax 
is actually a retailers’ occupation tax. 
The act itself contains the usual pro- 
vision that the “tax is not imposed 
upon the privilege of engaging in in- 
terstate business or otherwise, which 
business may not, under the Consti- 
tution and statutes of the United 


States, be made the subject of taxa- | 


tion by this State.” 
Wuat Is It LEGAL To Tax? 


That provision, in almost those ex- 
act words, is a very common one and 
will be found in many statutes. Ac 
tually, of course, it means very little 
in this day and age because we caf 
only guess what the Supreme Coutt 
—the final authority—is going to 
consider to be taxable interstate 
commerce. 


The clause means noth- f 
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ing, of course, because in substance it 
simply says: “We are not going to 
tax what we can not legally tax.” 

From a practical, if not a legal, 
point of view, far more important 
than such a meaningless provision 
are the administrative regulations 
which, whether they be sound or un- 
sound legally, at least show the tax- 
payer with what he is confronted. 

The Illinois regulations up to last 
March 15 were pretty typical of the 
regulations in other states. It may be 
well to read part of them, and with 
your permission I shall, because they 
will give us some idea of what we are 
confronted with. 

Under the heading ‘‘Sales of Prop- 
erty Originating in Other States” we 
find: 


“A sale to an Illinois purchaser must 
be made within the jurisdiction of this 
state for the Retailers’ Occupation Tax 
Act to apply to the receipts therefrom. 
A sale at retail is within the jurisdiction 
of this state even though the property 
sold is transported directly to the buyer 
from a point outside this state, whenever 
the seller is engaged in the business of 
selling tangible personal property in this 
state, and the ownership of or title to 
such property is transferred from the sel- 
ler to the buyer in this state under any of 
the following conditions: 

“(1) Tangible personal property of the 
same physical specifications and quantity 
is available for sale within this state at 
the time of the order. 

“(2) While the property is in transit 
from without this state, the ownership of 
or title to the property is in neither the 
buyer nor the retailer. 

“(3) The movement of the property in 
interstate commerce is terminated by the 
seller in this state before completion of 
the sales contract. 

“Such sales come within the provisions 
of the Retailers’ Occupation Tax Act 
and contracts or agreements purporting 
to require shipments of the property sold 
from points outside of Illinois will not 
Operate to exempt sellers from tax liabil- 
ity where the tax would otherwise apply.” 


The section of the regulations 
goes on for some paragraphs more, 
but that gives you the general idea of 
what the states considered to be the 
scope of their taxing power prior to 
the Berwind case. 

Now, however, effective as of 
April 1, the Department revised its 
tegulations, part of which read like 
this: 
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“The Department reserves the right to 
pass on each question regarding inter- 
state commerce as and when such ques- 
tions arise. The Department will not 
place interpretations upon hypothetical 
questions applying to interstate sales. If 
a ruling is desired as to whether or not 
the gross receipts from a sale are exempt 
under the Act because of interstate com- 
merce, the Department will make such 
ruling providing there are submitted all 
of the facts surrounding the transaction, 
copies of pertinent contract...” and 
so forth. 


WHEN TAX LIABILITY IS INCURRED 


Then on the subject ‘Sales of 
Property Originating in Other 
States”: 


“Tax liability under the Retailers’ Oc- 
cupation Tax Act is incurred when sales 
at retail are made in this state, even 
though the property sold is transported 
directly to the buyer from a point outside 
this state, whenever the seller is engaged 
in the business of selling tangible per- 
sonal property in this state, and when- 
ever possession of such property is trans- 
ferred to the buyer in Illinois. It is 
immaterial whether the purchase or con- 
tract precedes or follows the interstate 
shipment or whether the shipment is 
made f.o.b. point of origin or f.o.b. desti- 
nation. Contracts or agreements purport- 
ing to require shipments of the property 
sold from points outside of Illinois or 
transfers of possession of such property 
outside of Illinois will not operate to 
exempt sellers where the tax would other- 
wise apply.” 


The regulations cite the Berwind- 
White and companion cases, and the 
Graybar case, which, remember, 
arose under the laws of Alabama. 


CONSUMER Is FINAL BURDEN BEARER 


The Illinois Department, there- 
fore, is trying to apply decisions 
which, I submit, are inapplicable to 
its own tax. In both the Graybar and 
Berwind-White cases the fact that the 
consumer paid the bill was consid- 
ered of paramount importance. In 
the opinion of the Supreme Court of 
Alabama in the Graybar case, which 
was affirmed by the Supreme Court 
of the United States, without opin- 
ion, the Alabama Supreme Court 
said: “While this Act makes the lo- 
cal retail dealer the taxpayer, and re- 
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quires him to keep records and make 
reports and to pay the tax at stated 
periods, nevertheless he is required 
under penalty to collect the tax from 
the consumer. ‘The consumer is the 
final burden bearer. In that sense the 
tax is a consumer’s tax.’ ”’ 

And Mr. Justice Stone, in the pre- 
vailing opinion in the Berwind- 
White case, speaking of the New 
York tax said: ‘It does not aim at or 
discriminate against interstate com- 
merce. It is laid upon every pur- 
chaser, within the state, of goods for 
consumption, regardless of whether 
they have been transported in inter- 
state commerce. Its only relation to 
the commerce arises from the fact 
that immediately preceding transfer 
of possession to the purchaser within 
the state, which is the taxable event 
regardless of the time and place of 
passing title, the merchandise has 
been transported in interstate com- 
merce and brought to its journey’s 
end.” Then he goes on to say that 
such a tax is nothing more or less 
than a use tax which has been sus- 
tained. 


ILLINOIS MISINTERPRETS 
REGULATIONS 


I submit that the Illinois Depart- 
ment, which admittedly bases its re- 
vised regulation on these two deci- 
sions, has misinterpreted them. I 
am not prepared to say how the Su- 
preme Court would have decided 
either case if it had arisen under the 
Illinois law, and it is quite possible 
that some one will persuade them to 
decide similarly under such a law, 
but the point is that they have not 
done so as yet. I think that neither 
the Graybar nor the Berwind case 
would cover such a law, and I think 
Mr. Monetti’s remarks support me in 
that. 

Were I engaged in business in an- 
other state and selling goods shipped 
into Illinois on order, I would not 
accept any interpretation of this sort 
without trying to test my rights in 
the courts, provided, of course, that 
I was selling something on which the 
tax amounted to enough to warrant 
the expense of a test. 
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It would be beyond the scope of 
what I am trying to do to attempt to 
consider the application of the Ber- 
wind and Graybar cases to all the 
taxes I have mentioned, but I should 
like to raise another question and 
suggest that each of you, or your 
counsel, consider it when you have 
occasion. 


APPLICABILITY QUESTIONED 


The applicability of these cases to 
taxes imposed by other states may be 
questioned, and it is probably worth 
while to question that applicability 
and to fight about it. The California 
tax offers an interesting example. 

I realize that the question in Cali- 
fornia is of less practical importance 
than it is in some other states be- 
cause of the use tax there and the 
machinery, already approved by the 
United States Supreme Court, for 
collecting it. But it may always hap- 
pen that, for some peculiar reason, a 
seller may prefer that a transaction 
be taxed under one tax rather than 
another; and that is something that 
I think is not very generally realized. 

Let me give you an example of it. 
I was talking to a friend of mine in 
New York City, the head of a print- 
ing firm that had just bought from 
some midwestern state a very large 
and expensive piece of machinery, I 
suppose some sort of printing press. 
He was very anxious that the ma- 
chinery be taxed under the New 
York City sales tax and not under 
the personal property tax because of 
the difference in the laws on the mat- 
ter of trade-ins. Under the personal 
property tax he would have been 
taxed on the full value of the new 
machine; under the sales tax he 
would be taxed only on the differ- 
ence between the value allowed him 
on the old machine and the full price 
of the new machine. He had a great 
deal of difficulty with his seller there 
who did not want to come into New 
York and register, and I think the 
difficulty was finally resolved when 
the Berwind-White case was decided, 
and my friend was able to convince 
the manufacturer that he was subject 
to the sales tax. There are such cases. 
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They may be unusual, but you do 
want to look for them sometimes. 


LEGALISTIC LEGERDEMAIN 


Getting back to the California sit- 
uation, the law there provides that 
the seller shall collect the tax from 
the buyer “in so far as the same can 
be done,” and, further, prohibits ad- 
vertisement by the seller that he will 
absorb the tax. In interpreting these 
two sections, the Supreme Court of 
California got itself into one of the 
nicest little messes on record. 

In one of its earlier decisions, the 
Court held the provision as to collec- 
tion from the buyer to be unconstitu- 
tional, and held a seller liable for tax 
on sales contracted for before the en- 
actment of the law. That was the Na- 
tional Ice Company case, decided in 
May of 1938. 

In February of the next year, the 
case of DeAryan v. Akers, a test case 
involving exactly one cent, came be- 
fore the State Supreme Court. In a 
marvelous exhibition of legalistic 
legerdemain, the court, in trying to 
be consistent with its previous deci- 
sion, continued to insist that the tax 
is upon the retailer and that ‘the 
amount collected by him as reim- 
bursement is added merely as a part 
of the purchase price.” I say that is 
pure Tweedledum and Tweedledee 
and can be of no comfort to either 
the buyer or the seller. 

But one wonders how far the State 
Supreme Court’s mental gymnastics 
will affect the relevancy of the rules 
enunciated by the United States Su- 
preme Court. Remember that that 
court has consistently stated that it 
will follow a state court’s interpreta- 
tion as to the nature of a tax wher- 
ever possible. 


WATCH STATE Courts’ INTERPRE- 
TATIONS 


The moral is that it may be well, 
at least until and unless the United 
States Supreme Court further de- 
stroys the protective features of in- 
terstate commerce, to examine closely 
the interpretations by a state’s courts 
before offering your neck to its tax 








collector. This would certainly seem 
particularly wise in states not impos- 
ing a use tax. In other words, the 
principal reason advanced in both the 
Graybar and the Berwind cases was 
that both taxes fell on the consumer, 
Now, the California Supreme Court 
has said that it is not a consumer's 
tax; that it is a retailer's tax—and 
some time somebody is going to 
throw that back to them. 

I call your attention, in passing, to 
the fact that in connection with the 
requirement or permission in regard 
to passing on the tax, it should be 
noted that a great many statutes pro- 
hibit advertising by the seller to the 
effect that he will absorb the tax and 
require that price lists, bids and the 
like show the tax separately from 
the actual purchase price. 

Passing now to another provision 
of the laws which may be of impor- 
tance to firms selling in interstate 
commerce—the definition of the 
word “‘sale.” 


WHAT CONSTITUTES A SALE? 


The definitions vary a good deal 
in the different laws. Probably the 
highest degree of plain and fancy de- 
fining has been achieved by the Cali- 
fornia Legislature. Their act, as most 
recently amended, contains the fol- 
lowing: “ ‘Sale’ means any transfer 
of title or possession, or both, ex- 
change, barter, lease or rental, condi- 
tional or otherwise, in any manner 
or by any means whatsoever, of 
tangible personal property, for a con- 
sideration, or any withdrawal, except 
a withdrawal pursuant to a transac- 
tion in foreign or interstate com- 
merce, of tangible personal property 
from the place at which such prop- 
erty is located for delivery to a point 
in this state for the purpose of the 
transfer of title . . .” and so on for 
about thirty lines or more—a vety 
elaborate definition which covers 
every feature of a sale which is found 
in all the rest of the definitions. 

The definitions contained in most 
of the statutes are similar to, if less 
elaborate than, this one. Practically 
all cover transactions wherein title of 
possession is transferred, and covet 
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conditional sales, exchanges, and 
leases. But there are some which are 
not so broad. For example, the Colo- 
rado definition is this: ‘““The term 
‘sale’ or ‘sale and purchase’ includes 
installment and credit sales, and the 
exchange of property, as well as the 
sale thereof for money, every such 
transaction, conditional or otherwise, 
for a consideration, constituting a 
sale, and also includes the sale or fur- 
nishing of electrical energy, gas, tele- 
phone or telegraph services taxable 
under the terms of this act.” 


ONLY A TITLE-TRANSFERRING 
TRANSACTION 


This eyample of bad legal drafts- 
manship and bad English may be im- 
portant from the interstate com- 
merce point of view. In effect, the 
law defines a “‘sale’” as a “‘sale,” and 
so we have to go elsewhere to find 
out what is meant. The ordinary 
definition of a “‘sale’’ in law con- 
templates transfer of title, except in 
the case of a conditional sale. With- 
out a specific definition which in- 
cludes other types of transactions— 
such as leases, as you find in the Cali- 
fornia definition—it is difficult to see 
how a definition like the Colorado 
one can mean anything but a title- 
transferring transaction, either out- 
right or conditional. 

Now, the importance of this is 
that the Supreme Court, in the Ber- 
wind-White opinion, construing the 
New York City law said: “Its” (that 
is, the tax’s) ‘only relation to the 
commerce” (that is, interstate com- 
merce) “arises from that fact that 
immediately preceding transfer of 
possession to the purchaser within 
the state, which is the taxable event 
regardless of the time and place of 
passing title, the merchandise has 
been transported in interstate com- 
merce . . .” and so on. 


TRANSFER OF POSSESSION Is TAXABLE 
EVENT 


In other words, under the Court’s 
interpretation of the New York tax, 
passing title is no element to be con- 
sidered. But it is difficult to see how 
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this reasoning could be applied to a 
transaction under the Colorado law. 
The thing that immediately suggests 
itself, therefore, is that a transfer of 
title outside the state might prevent 
imposition of the Colorado tax, as 
there would then be no sale within 
the state. 

Colorado, of course, has a use tax 
—and an unusual one at that—which 
will be discussed later on, but, at the 
moment, we are discussing only sales 
taxes. 

Aside from the question of trans- 
fer of title out of the state, one inter- 
esting possibility under a definition 
like Colorado’s is the question of 
leasing, instead of selling, goods. 
There are certainly types of busi- 
nesses for which this would be prac- 
tical, but probably there are not 
enough of them to warrant spending 
any time exploring the possibilities. 
I mention it to you in passing, and 
suggest its consideration if your 
business is such that something 
might be worked out along this line. 

I had some notes here on a few 
special types of transactions which 
come up and in which I imagine 
some of you are interested, such as 
questions of sales to contractors and 
sales of goods which are to be proc 
essed, but time is getting on, and 
those problems are not peculiar to 
interstate commerce, and so I am go- 
ing to skip over them. Besides that, 
I could not lay down any general 
rules, anyway. 


ENFORCEMENT IN CONFUSED STATE 


Now, the question of what the 
states are going to do about this, the 
question of enforcement, is  ex- 
tremely difficult and extremely con- 
fused. Leaving aside for just a mo- 
ment the question of use taxes, you 
have to go into all sorts of phases of 
problems of doing business within a 
state and the degree of control which 
a state may acquire over your com- 
pany by virtue of what business it 
may be doing. Those cases are tre- 
mendously confused. It may be that 
some specific questions can be dis- 
cussed a little bit later. 

The existence of a use tax, of 
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course, makes the question of sales 
tax enforcement almost academic in 
a good many states. As Mr. Monetti 
mentioned, the United States Su- 
preme Court in the Felt and Tarrant 
case has sustained the right of Cali- 
fornia to require out-of-state firms 
who maintain only sales offices 
within the state te collect the use tax 
from the purchaser. 

However, I bring you good news. 
Just before I left the office this morn- 
ing there was handed to me a deci- 
sion—only a five-to-four decision, 
but still a decision—of the Supreme 
Court of Iowa in cases. instituted by 
Montgomery Ward and Sears Roe- 
buck, flying, I think, directly in the 
face of the Felt and Tarrant case. 
The majority of the Supreme Court 
of Iowa said that the State of Iowa 
could not compel Sears Roebuck and 
Montgomery Ward to collect use 
taxes on their mail-order business, 
even though they may maintain re- 
tail stores in the state which conduct 
one type of business. The state au- 
thorities in Iowa had threatened to 
shut all the Montgomery Ward and 
Sears Roebuck stores in Iowa, and 
the Supreme Court sustained an in- 
junction which had been granted by 
the trial court. That case is going to 
the United States Supreme Court; 
they have already started work on it. 
I just had a letter from our man out 
there on that, so we can look for 
some further elucidation on use 
taxes. 

Following the Felt and Tarrant 
case for just a moment, the regula- 
tions of California, North Carolina, 
North Dakota, South Dakota and 
Washington have similar require- 
ments as to the collection of use 
taxes. The laws of Iowa, which I 
have just mentioned to you, Michi- 
gan, New Mexico, Utah and Wyo- 
ming, have similar requirements, 
although they have not yet promul- 
gated regulations on the particular 
subject, so that you must consider the 
wisdom of establishing or maintain- 
ing sales offices within those states. 
Other state laws imposing use taxes 
not yet have any similar require- 
ments. 





From the cradle we Americans 
have been taught to hate debt. Ben- 
jamin Franklin’s axioms on debt are 
probably the most famous of all his 
words of wisdom. Every school boy 
learns that ‘always taking out, never 
putting in, soon empties the meal 
tub” and that “The Indies will never 
make Spain rich because the outgo is 
greater than the income.” For one 
hundred and fifty years no one quar- 
reled with these sayings. We lived 
by them and were a happy and pros- 
perous people. And as a nation we 
were happy and prosperous. 

Then suddenly these Franklinisms 
went out of style. We were told that 
debt was good for us. Told that un- 
balanced budgets were healthy and a 
necessary means to an end. 

A magician can pull rabbits out of 
a hat all right, but he can not make 
people swallow them. For eight years 
now that white rabbit has been get- 
ting bigger and bigger, and some 
people are beginning to wonder if 
maybe in the end it is not going to 
eat us. At least it stands prominently 
as the emblem of national discord. 
As we line up for or against on the 
rabbit question we are called ‘“‘reac- 
tionaries’ or “liberals”, the “reac- 
tionaries” in this new topsy-turvy 
world being those who want to share 
opportunities for work and prosper- 
ity and independence, and the self- 
proclaimed “‘liberals” being those 
who would freeze our economy, te- 
strict business and opportunity and 
perpetuate the present system of 
public assistance on the basis that 
America has reached the end of the 
road. 

Is this our biggest problem? Or is 
it a “Trojan horse’ instead of a 
white rabbit ? 


Ir BUDGET WERE BALANCED 


Suppose that by some miracle the 
federal budget could be balanced to- 
morrow. Of course, that would take 





Where Budget Balancing Begins 


By Walter D. Fuller 


more taxes, regardless of how else it 
was done. Most of us are convinced 
that we have enough taxes now. In 
fact there is evidence that too much 
taxes is one reason for our predica- 
ment of unemployment, public as- 
sistance, and still more taxes. One 
utility I know of paid six million 
dollars more in taxes last year than 
the year before. We all know of 
companies which today pay more in 
taxes than in wages. If the budget 
were balanced we would still have 
about 22 million persons receiving 
some form of public assistance, and 
about 9 million persons without jobs. 
You can not balance those things 
with bookkeeping any more than you 
can balance it with a WPA project. 


MustT BEGIN BY RELIEVING RELIEF 
PROBLEM 


If the budget were miraculously 
balanced tomorrow we would still 
have too much taxation for a sound 
future, too many unemployed for 
safety, and too many on public as- 
sistance for prosperity. But on the 
other hand if we could as miracu- 
lously solve the relief problem we 
would be practically well again. 
Budget balancing is the sore spot on 
our national anatomy, but relief costs 
are the focal point of the disease. 
The linament of WPA and relief 





Tus ie is a summary of an ad- 
dress delivered by Mr. FutL- 
LER, president of the Curtis Pub- 
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may make it feel better, but it does 
not cure the disease, or remove the 
source of the pain. 

If we are going to balance the 
budget we are going to have to begin 
by relieving the relief problem. As 
we make progress in solving that we 
will automatically do other desirable 
things, such as stimulating business, 
providing reemployment through ex- 
panding business, making tax pay- 
ments easier, and radically increasing 
national income. Solving the relief 
problem does not call for a miracle, 
It does require business methods and 
business experience. The emergency 
of ten years ago exists only as an ex- 
pedient. It is time to approach this 
matter with reason and logic instead 
of hysteria and emotion. 

That public assistance or relief is 
our biggest national problem and the 
focal point of most of the other prob- 
lems is indicated by a study of the 
budget itself. Whether it is national 
or state budgets, the figures are pretty 


much the same. They show that re- | 


lief expenses have been the principal 
cause of rising costs and the principal 
cause of unbalanced budgets. All 
these appendages to our national sys- 
tem like WPA, AAA, NYA and the 
others have cost money—plenty of it. 
They have been only palliatives for 
the national headache—but they also 
have been the source of our later day 
headaches. 

The figures show that some econ- 
omies have been practiced in the na- 
tional government and in most of our 
state governments. But they scarcely 
cause a ripple in the rising current of 
expense. On the other hand the cost 
of public assistance in its many forms 
has risen alarmingly. This is true for 
the national government and fot 
most states. 

Let us put the picture on a state 
basis, and as a good example of an 
industrial state, being neither at the 
top of the list nor at the bottom, let 
us take Pennsylvania. In that state 
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the cost of public assistance has risen 
from $7,500,000 in the 1932-33 fiscal 
year to $124,000,000 in the 1939-40 
fiscal year. A total of 1,700 million 
dollars has been spent in Pennsyl- 
vania for public assistance alone. Re- 
lief is now the largest single item of 
expense and has steadily increased 
from 13 per cent. of the general fund 
in the early years of the depression 
until today it takes 58 per cent. of 
the general fund receipts. This is in 
spite of large scale economies which 
have been made. It is more than the 
cost of public schools, which has de- 
clined as total receipts have risen. 
Education used to take 43.6 per cent. 
of total revenue and today takes only 
21.8 per cent. 

In these years when general assist- 
ance has been rising so alarmingly, 
both in total and in percentage, the 
state’s total receipts have increased 
from 100 million dollars to a total of 
226 million dollars for the fiscal year 
1938-39, an increase of more than 
100 per cent. The relief payments in 
Pennsylvania per person have grown 
3.42 times from 1933 to 1940. 


INCREASE DUE TO WPA 


Part of that increase is easily ex- 
plainable. It is due to the palliative 
for our headache—to WPA. Those 
who think they are getting some- 
thing for nothing in WPA are being 
fooled. It costs taxpayers far more 
for WPA than for general assistance. 
As an illustration, take the Pennsy]l- 
vania figures which are typical. In 
1938 the average cost per month of 
a case on general assistance was $30, 
while those on WPA received $72.50. 

Pennsylvania for example had an 
average of 244,894 persons on WPA 
in 1938. The total cost to taxpayers, 
through federal and state grants, was 
$213,047,000. But had the same num- 
ber of cases been carried on general 
assistance the cost would have been 
$88,162,000, or a total saving to tax- 
payers of $124,885,000. Of course, 
the state paid out only $32,809,000 
under this system and _ thereby 
thought it got something for noth- 
ing. Sometimes it pays to look a gift 


horse in the mouth. Here the tax- 
payers are digging into their pockets 
for the most expensive form of relief 
and made to think they are getting a 
bargain. 

It is true that the taxpayers may be 
getting something for the money 
spent on WPA projects where ex- 
penditures for general assistance 
grants have no lasting effect. But 
again it is worth asking ourselves 
whether we want or need these 
WPA projects that double the cost 
of our general assistance bill at this 
time. 

Are there not more practical and 
more businesslike ways of getting 
something for the dollar spent? 

It seems to me that we need two 
things in public assistance that we do 
not now have. First, we need intense 
desire upon the part of the employ- 
ables now on assistance to get oft the 
public payroll or dole and back on 
private payrolls. Second, we need 
equally intense desire upon the part 
of the citizens of communities to get 
their quota of the unemployed back 
to work. Until these two intense de- 
sires are created and until the Amert- 
can public stops regarding public ex- 
penditures as manna from heaven we 
can not solve relief or balance fed- 
eral or local budgets. 

Here is a suggestion that I have 
been turning over in my mind a long 
time. I should like to try it out on an 
audience of practical, hard-thinking 
businessmen. It is what I call a 
“‘grub-stake”’ idea. Out west the pros- 
pectors are ““grub-staked”. They start 
into the hills looking for gold or 
silver, backed by someone’s else 
money. It is a partnership arrange- 
ment. They divide whatever luck 
they have. Business is a grub-stake 
proposition as between the investor 
and the employe. The business pro- 
vides the tools, the selling facilities, 
the markets and other necessities to 
make the proposition a success. It is 
an opportunity for every employe. 
The employe can take it or leave it as 
he likes. He can do with the oppor- 
tunity as he likes. In America he has 
the chance to rise to the very top in 
any business. 
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Wuy Not ‘“GrusB-STAKE” 
UNEMPLOYED ? 


Then why is it not in keeping with 
every concept of American business 
and American opportunity to “grub- 
stake’’ our unemployed? 

What I have in mind is an arrange- 
ment whereby our employable peo- 
ple on relief could have an opportu- 
nity in business to make good. It 
would have to be in some entirely 
new avenue that otherwise would not 
be opened by the particular concern, 
so as not merely to substitute these 
present unemployed for present em- 
ployed people. In turn, business 
would receive a credit on its tax bill 
for as many such “opportunity” 
workers as it was able to absorb into 
new ventures from the public assist- 
ance rolls. I am not attempting to 
set up the mechanics here because 
they would need to be carefully 
worked out. But the thought is that 
for what business pays now in taxes 
to support people in idleness on pub- 
lic assistance everyone would be bet- 
ter off if these people could be given 
a chance to earn their way and earn 
even more in new lines and new op- 
portunities. It would call forth 
everything we have in the incentive 
line for business to find new avenues 
for employing these men and women 
and taking advantage of its opportu- 
nities. It would be a real incentive to 
the people so employed to make 
good and to produce on their ‘grub- 
stake.” And it would be a way of 
giving them independence again, -a 
way of turning them to productive 
effort in our system of private enter- 
prise and individual initiative. And 
it would be a beginning at solving 
our problem of public assistance, un- 
employment, taxation and balanced 
budget. 

Maybe there are plenty of flaws in 
the idea. If there are, you gentlemen 
will find them and point them out, I 
am sure. If this audience can not 
find strong evidence against the idea, 
then maybe it is worth while. Pos- 
sibly it is too much of a change to 
make all at once. If it is necessary to 
approach such a new conception of 

(Please turn to page 215) 





Relations Between Controllers and 


Public Accountants 
WINNING PAPER IN ESSAY CONTEST 


A discussion of the relations be- 
tween controllers and public ac- 
countants should be premised on a 
consideration of the main functions 
of both of these professions. If we 
have before us a picture of the serv- 
ices which each of these groups per- 
forms we may be better able to see 
the relations which should exist be- 
tween them. 

Not so very long ago the majority 
of laymen thought of private ac- 
countants as colorless drudges who 
sat at their desks entering figures in 
books hour after hour. Public ac- 
countants were credited with a some- 
what more melodramatic role for 
they were looked upon as “lightning 
calculators” or “expert figurers” who 
checked everything the bookkeepers 
did with the sole aim of catching 
embezzlers. A continually larger 
portion of the general public, how- 
ever, is coming to appreciate the 
more versatile character of both 
branches of the accounting profes- 
sion. 

In the modern corporation, the 
chief accounting officer is no longer 
merely a head bookkeeper. The de- 
mands of a business world which 
moves at an increased tempo and of 
a government which has taken over 
greater control of the national life 
and placed heavier responsibilities 
upon business enterprises has ac- 
celerated the development of a new 
profession—controllership. The con- 
troller has a multitude of duties 
which vary somewhat from company 
to company, but there are some that 
seem fairly general. 

First, the controller is responsi- 
ble for the establishment and main- 
tenance of an accounting system 
which collects the necessary infor- 
mation and does so within a reason- 





By Robert Irvine Dickey 


ably short time so that it will be 
useful, which protects the property 
of the enterprise, and which does 
all this at a minimum cost. He must 
base this accounting system on sound 
accounting principles. It must con- 
tain a strong measure of internal 
control for this is the company’s 
first line of defense against loss from 
within and without. 


OTHER DUTIES OF CONTROLLER 
The controller is responsible for 


the compilation of costs, includ- 
ing selling and delivery, as well as 





HIS is one of the prize | 
winning papers in = an 
essay contest conducted by 
The Controllers Institute of 
| America, under direction of 
its Committee on Education. | 
A prize of $50 was awarded 
' to its author, Mr. Dickey, a 
| full time graduate student in 
_ accountancy at the Univer- | 
| sity of Wlinois, Urbana, IIli- | 
nois. Another prize of $50 
was awarded for the best 
| paper by an undergraduate 
student, as announced else- 
where in this issue. 
The grasp shown by Mr. 
Dickey of the duties of a con- 
| troller is such as to indicate 
that he has been a close 
_ reader of articles and com- 
ments in technical maga- | 
| zines, and that he is a close 
student also of the subject on | 
which he chose to write. It is | 
| encouraging indeed to wit- | 
ness this spreading knowl- | 
edge of the duties of a con- 
troller. Congratulations to | 
Mr. Dickey. 


—tThe Editor. 
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manufacturing costs. In a day when 
federal, state, and local governments 
absorb approximately one-fifth to 
one-fourth of the national income, 
the calculation of a company’s myr- 
iad taxes is a task of no small im- 
portance, and it is usually a part of 
the controller's duties. 

The controller must present re- 
ports to various groups—to manage- 
ment to aid it in the conduct of the 
business; to investors and creditors 
so that they may judge the safety of 
their equities in the enterprise; to 
the government to show that taxes 
have been calculated properly and 
paid, and that various governmental 
regulations have been obeyed; and 
to employees and the general public 
so that they may understand the 
problems of the company. The 
preparation and presentation of such 
reports is both an art and a science. 
In today’s fast moving competition 
the responsible heads of an enter- 
prise must be kept constantly sup- 
plied with figures on the details of 
their business. Not only must the 


controller furnish these accurately 


and quickly but he should also aid in 
their interpretation. 

There is greater responsibility to- 
ward investors than there was a dec- 
ade ago. The securities of business 
enterprises are held more widely to- 
day than ever before. The federal 
government, through the Securities 
Act of 1933 and the Securities Ex- 
change Act of 1934, requires detailed 
reports for the protection of inves- 
tors. Controllers, moreover, may 
go beyond the mere legal requite- 
ments. Many companies in the last 
year or two have issued special 
simplified reports, supplementary to 
the regular financial statements, to 
explain the significance of results to 
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special groups such as employees, 
consumers, and investors. 


BUILDERS FOR THE FUTURE 


But controllers are usually not sat- 
isfied to interpret past results; they 
are also builders for the future. Be- 
cause of their intimate knowledge of 
the different phases of the business 
and their unique availability to act 
as coordinators, controllers  fre- 
quently are put in charge of setting 
up a budget and of following it. By 
studying various operations and de- 
termining what they should cost, and 
then comparing this against the ac- 
tual cost, the controller may make 
possible the reduction of expenses. 
The controller is also usually charged 
with responsibility for the taking 
and costing of inventories, for han- 
dling insurance, and various other 
matters. 

In retrospect, we see that the con- 
troller performs a number of serv- 
ices. He is the guardian of the 
property of his employer, the re- 
corder and reporter of all financial 
information, an interpreter, and a 
coordinator. In the broad sense of 
the term, it might be said that he 
acts as a trustee for a number of 
parties—for the government, which 
is a partner in every business and to 
whom the controller sees that its 
rightful share of the company’s fe- 
ceipts are paid; for the employees, 
from whom he collects social se- 
curity payments to turn over to the 
government; and for investors and 
creditors for whom he safeguards 
the assets of the enterprise. The 
individual performing these duties 
should not be subordinate to a de- 
partmental manager. An increased 
recognition of the importance of 
the controller is indicated by the 
following recommendation adopted 
by the board of Governors of the 
New York Stock Exchange on Au- 
gust 23, 1939:1 

“More emphasis should be placed 
on the responsibility of the Control- 
ler and the assurance to him of ad- 


*The Controller, September 1939, page 
308. Published by the Controllers Institute 
of America, One East Forty-second Street, 
New York, New York. 
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equate authority and facilities. The 
scope of his responsibilities should 
be fixed by the Board of Directors, 
and he should report periodically to 
them, in addition to making his 
customary reports to the operating 
management. The Controller or 
chief financial officer should sign the 
published financial statements of his 
company, even in those cases where 
the statements are accompanied by 
the report of the independent public 
accountant.” 


FUNCTIONS OF PUBLIC ACCOUNT- 
ANTS 


What are the functions of the in- 
dependent public accountant? Pub- 
lic accountants may be employed for 
a number of special purposes, such 
as to set up a new system, to help 
prepare federal income or other tax 
returns, to make an investigation and 
report on some controversial issue, 
to uncover suspected fraud, to es- 
tablish budgets, and the like. Their 
most important service, however, is 
the periodic audit. On these audits, 
the public accountant conducts an 
analysis of the accounting policies 
and practices of a particular enter- 
prise. He must ascertain whether 
the system is based on sound prin- 
ciples and is suited to the require- 
ments of the business and whether 
the employees actually are adhering 
to the system. He must determine 
whether all the assets shown by the 
books are in fact in the possession 
of the company and whether they 
are carried at correct values, with 
proper allowances for depreciation, 
probable future losses, and the like. 
He should discover whether there are 
any assets not shown on the records 
which the company should have. He 
must satisfy himself that all liabili- 
ties of the company are recorded 
properly and that they were incurred 
by the company legitimately. He 
assures himself that all income 
which should have been received by 
the company has been reported and 
that materials and services in proper 
amounts have been received for all 
expenses. He studies the reports to 
management and to investors to de- 
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termine that they present a true pic- 
ture of the affairs of the company. 
In former days, great emphasis 
was placed on the balance sheet, and 
the profit and loss statement fre- 
quently was omitted or presented 
inadequately. In recent years the 
realization has grown that although 
the balance sheet may be more im- 
portant to short-term creditors, the 
earning power of the company, as 
indicated by a series of profit and 
loss statements, is more important 
to long-term creditors, management, 
the investing public, employees, and 
the government. Certified public ac- 
countants now give greater thought 
to the proper calculation of income 
than was heretofore the custom. 


ADVANTAGES OF INDEPENDENT 
AUDITS 


There are several important ad- 
vantages accruing from the periodic 
audits of independent public ac- 
countants. First, creditors and in- 
vestors may place greater reliance 
on the financial statements of the 
company than they could if there 
were no check-up of these state- 
ments by independent parties. Sec- 
ond, management has a means of 
checking on its employees. Third, 
it focuses on the financial and re- 
lated problems of the company the 
viewpoint of experts of broad back- 
ground who may be able to inter- 
pret significances which are not ap- 
parent to those* who have been 
closely associated with the opera- 
tions of the company. 

With these functions of the con- 
troller and public accountant in 
mind, what should be the relations 
between these two professions? In 
the first place, each has separate 
tasks to do which should not be 
taken over by the other. The fed- 
eral government, through the Securi- 
ties Act of 1933 and the Securities 
Exchange Act of 1934, contem- 
plates for the protection of investors 
financial statements prepared by the 
company and approved by independ- 
ent public accountants. The Securi- 
ties and Exchange Commission has 
ruled that this requirement is not 

(Please turn to page 212) 
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Brief Items from Here 


and There of | 


tC 





Keeping of Records Stimulated by 
Wage-Hour Inspections 


Said Colonel Philip B. Fleming, Wage 
and Hour Administrator, in addressing 
The Controllers Institute recently: 


“It has been an amazing experience to 
discover how many business concerns 
there are in the country that keep no rec- 
ords at all, or else keep them in such a 
slipshod manner that even the most astute 
accountant can make neither head nor tail 
of them. It may be no surprise to you, 
but it was to me, to learn that there are 
thousands of manufacturers who keep 
books on their cuffs, or perhaps on a dis- 
carded piece of old wrapping paper car- 
ried around in the hip pocket. I do not 
know how some of them can tell whether 
they are making a profit or heading 
straight for bankruptcy. For the first time 
in their lives, a good many of these peo- 
ple are learning how to keep books. Some 
of them have told us that if the Wage 
and Hour Law accomplishes nothing else 
it has justified itself many times over by 
what it has done to improve record-keep- 
ing methods. It not infrequently happens 
that inspection of an establishment, of 
the sort our people are qualified to make, 
will point out to the employer where and 
how he is losing money and so teach him 
to plug up leaks he did not know before 
existed.” 


Subjects Discussed by Bank Auditors 
and Controllers 


An idea meant for bankers may inspire 
controllers, too: ‘Men, not dollars, make 
banks. All of us have virtually the same 
problems, the same stock in trade, but 
the difference between going forward or 
standing still, profitableness or unprofit- 
ableness, is in the hands of the balancing 
factors—MEN.” Quoted from the address 
of Mr. L. W. Bishop, cashier, State-Plant- 
ers Bank and Trust Company, Richmond, 
Virginia, at the Eighth Annual Eastern 
Conference of the National Association of 
Bank Auditors and Comptrollers in Balti- 
more on April 19. The address was en- 
titled “Better Earnings and Greater Effi- 
ciency Through Simplification of Bank 
Operating Forms,” and is published in the 
May issue of the “National Auditgram” 
—the monthly magazine of the Associa- 
tion, 

Additional articles are an address on 
“Bank Directors—Their Duties and Re- 
sponsibilities,” by Mr. E. R. Stroud, first 
vice-president and general counsel, Fed- 





ONE MAN’S ESTIMATE | 
OF INSTITUTE | 

A controller to whom informa- 
tion concerning THE CONTROL- 
LERS INSTITUTE OF AMERICA was 
sent recently, said in reply: | 

"I appreciate very much the op- | 
portunity of knowing more about | 
THE INSTITUTE and were it not | 
for the fact that the writer reaches | 
the retirement age of seventy years | 
early in October of this year, a | 
membership in THE INSTITUTE 
would be greatly appreciated and 
undoubtedly would be of great 
value in the work. 

In the accounting in my line 
of business we have had many 
| very interesting and very difficult | 
| problems, and an association with | 
| controllers having similar problems | 
would have been of great assist- | 
ance in the past. I am sorry that I | 
| did not have such advantages.” | 











eral Reserve Bank of Dallas, delivered be- 
fore the Dallas Conference of Bank Audi- 
tors and Comptrollers; paper on ‘Social 
Security as Applied to Banks,” by Mr. 
Leslie K. Curry, assistant vice-president, 
Mercantile Commerce Bank and Trust 
Company, St. Louis; paper on ‘“Unearned 
Discounts and Interest Earnings,” by Mr. 
J. H. Klug, comptroller, American Na- 
tional Bank and Trust Company, Chi- 
cago; and a paper on “Meeting a Prob- 
lem in Savings Operations,’ by Mr. 
Arthur J. Linn, comptroller, Hamilton 
National Bank, Washington, D. C. 


SEC Defends Cost of Flotation 


of Small Issues 


A study of the cost of flotation for 
small issues has been made public by the 
Securities and Exchange Commission. The 
study compares the cost for the period 
1935-1938 with that for 1925-1929. It 
does not compare costs of issues of five 
million dollars and over. The study points 
out, however, that the average cost of 
flotation for all issues regardless of size 
in the period 1936-1938 was 2.8 per cent. 
of the gross proceeds for bonds, 5.7 per 


cent. for preferred stocks, and 17.9 per 
cent. for common stocks. Compensation 
paid to underwriters and distributors 
amounted to 2.1 per cent. for bonds, 49 
per cent. for preferred stocks, and 16.4 
per cent. for common stocks. The balance 
of total cost in each case included all 
other expenses such as issue taxes, regis- 
tration fees, legal and accounting ex- 
penses, trustees’ fees, and costs of print. 
ing. 

The figures purport to show that in no 
classification does the cost reasonably 
attributable to the Securities and Ex. 
change Commission (i.e. registration fee 
plus the share of legal, accounting, print- 
ing and other expenses which is fairly 
allocable to registration) exceed 1 per 
cent. of the gross proceeds. 


Fortieth Anniversary 
of New York Accountants 


The New York Society of Accountants 
has very recently published its Fortieth 
Anniversary Year Book. Forty Years! 
From 1900 to 1940! Congratulations on 
a long record of useful work. 


Twenty-five Major Changes in 
New York Corporation Law 


“New York Laws Affecting Business 
Corporations” (annotated), twenty-first 
edition, revised to April 30, 1940, is ready 
for distribution by United States Corpo- 
ration Company, 150 Broadway, New 
York City. The contents present a full 
text of: General Corporation Law, Stock 
Corporation Law, Business Corporations 
Law, “Blue Sky” and Anti-Trust provi- 
sions of the General Business Law, Uni- 
form Stock Transfer Act, and the General 
Association Law. There is also included a 
Synoptic Analysis (which provides quick 
reference to the several corporation laws), 
a Table of Cases and a Complete Index. 
Of the important changes effected by the 
legislature just adjourned, at least twenty: 
five properly may be classified as of majot 
importance. Price is $2.00 (584 pages, 
paper cover). 


Rule Governing Arm’s Length 
Bargaining, Subject of Study 


A meeting was held May 17 of repre: 
sentatives of the National Association of 
Securities Dealers, Inc., with the Secuti- 
ties and Exchange Commission, to discuss 
suggestions offered by the Association 
for revision of the Commission’s rule gov 
erning arm’s-length bargaining betwee 
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public utility companies and investment 
bankers in connection with security issues. 
Chairman Jerome N. Frank and Francis 
A. Bonner, Chairman of the National As- 
sociation of Securities Dealers, expressed 
satisfaction that the discussion had served 
to clarify some of the questions involved. 
It appeared likely that further conferences 
would follow. 

The Commission on February 29, 1940, 
invited interested groups to offer sugges- 
tions for improving the Commission’s 
tule. The N.A.S.D, appointed a special 
committee to study the question, and on 
April 2, 1940, submitted recommenda- 
tions. 


Activities of New York State 
Certified Public Accountants 


Successful candidates at the New York 
State examinations for certified public ac- 
countants, October, 1939 are listed in 
“The New York Certified Public Ac- 
countant” for April, 1940. In this issue 
also appear two papers which were pre- 
sented at the March meeting of The New 
York State Society of Certified Public Ac- 
countants—“‘A Balance Sheet for Latin 
American Trade,” by Edward J. Noble, 
Under Secretary of Commerce, and “Ar- 
bitration in Action,’ by Mr. Franklin E. 
Parker, Jr. Reports are given of the 
round-table series on “Petroleum Industry 
Accounting” and “Inventory Methods” 
also the Security and Exchange Commis- 
sion’s Accounting Releases, Numbers 12 
to 17. 


Changes Proposed In Workmen’s 
Compensation Insurance Rating 


The Risk Research Institute is making 
a study of proposed changes in workmen’s 
compensation insurance rating methods. 
They were surveyed at a meeting held 
May 23, at Hotel Astor, New York City. 
Among other items before the meeting 
was a memorandum from the National 
Bureau of Casualty and Surety Under- 
writers covering three proposals made by 
the Bureau for changes in rating meth- 
ods; also a memorandum from the Na- 


tional Association of Mutual Casualty 


Companies. 


Social Security Board 
Approves Regulation No. 3 


On May 21, 1940, Arthur J. Altmeyer, 
Chairman of the Social Security Board, 
approved the Rules and Regulations per- 
taining to Employees’ Benefit under the 
Social Security Act Amendments of : 1939. 














PUZZLED? ABOUT SOME 
CONTROLLERSHIP 
PROBLEM? 


The Controllers Institute of 
America can help you; or some in- 
dividual member or small group 
of members. One or more of these 
men has in all likelihood encount- 
ered the very situation which is 
bothering you. Through The In- 
stitute you can reach as many men 
in this field as you wish, either di- 
rectly or with the cooperation of 
The Institute. 











Mr. Herbert A. Ehrmann, Chairman of 
the Committee on Social Security Proce- 
dure, of The Controllers Institute of 
America, calls attention to the fact that 
the release will be known as Regulations 
No. 3, and that they include many illus- 
trative cases pertaining to each type of 
benefit payable. 

It is understood that these Regulations 
will be released, in printed pamphlet 
form, about June 10, 1940. 


Securities Registered with Commission 
During April 

During April, 1940, a gross amount of 
$245,723,000 of securities, including reor- 
ganization and exchange issues, became ef- 
fectively registered under the Securities Act 
of 1933, according to an analysis prepared 
by the Securities and Exchange Commis- 
sion. Of this amount $133,065,000 repre- 
sented securities proposed for sale by issu- 
ers, which compares with $46,929,000 in 
March, 1940, and $235,667,000 in April, 
1939. 

A single issue, the 3 per cent bonds of 
Inland Steel Company, with estimated gross 
proceeds of $36,720,000, accounted for ap- 
proximately 28 per cent of the total amount 
of securities proposed for sale by issuers. 


Publication of “The Benefit Series” 
Begun by Board 


The Social Security Board has an- 
nounced publication of “The Benefit 
Series,” a monthly edition of significant 
current decisions on disputed claims for 
job-insurance benefits, issued by the vari- 
ous state agencies administering unem- 
ployment compensation laws and by the 
The Benefit Series went on sale 


courts. 





May 15 and is available through the Su- 
perintendent of Documents at an annual 
subscription cost of $5. 

This new service will provide employ- 
ers, employees, and interested members of 
the public with an authoritative source 
book of the administrative interpreta- 
tions which determine under what precise 
conditions workers are eligible for or 
disqualified from benefits under the sev- 
eral state unemployment ‘compensation 
laws. The monthly volumes of the Benefit 
Series will include decisions on such 
questions as when a worker is to be con- 
sidered “able and available’ for work, 
and therefore eligible to receive benefits; 
what constitutes “discharge for miscon- 
duct” which generally disqualifies a 
worker from benefits; what is “suitable 
employment,” which a worker may not 
refuse without forfeiting his right to 
benefits; and the various other factors 
upon which depend the payment of un- 
employment benefits. 


Controllers, Reserve September 23-24 
for Annual Meeting 


Plans are being made now for the 
Ninth Annual Meeting of The Control- 
lers Institute of America on September 
23 and 24, 1940, at the Waldorf-Astoria 
Hotel, New York City. These dates should 
be reserved now by controllers. 


“War Problems of Business as the Con- 
troller Sees Them,” a booklet describing some 
puzzling situations and their handling. $1.25. 
Controllers Institute of America. 





QUALIFICATIONS 
FOR INSTITUTE 
MEMBERSHIP 


Membership in the Institute is 
open to— 

a. Controllers. 

b. Assistant controllers when spon- 
sored by their chiefs. 

c. Persons performing the  ac- 
cepted duties of a controller, 
even though they may have 
other titles, or no titles at all. 

Membership is carefully restricted. 

| The Institute is composed entirely 
| of controllers, except a small num- 
ber of associate members, and was 
formed for the purpose of assisting 
in the study of controllers’ problems 
and technique, and thus make the 
controller more valuable to his com- 
pany. 

The Institute is not allied with, or a 

part of, any other organization. 














Winning Essay 
(Continued from page 209) 

met where the public accountant is 
at the same time an employee of the 
company being audited.? Likewise, 
this requirement is not fulfilled 
where the outside auditor prepares 
financial statements which the man- 
agement issues as its own without 
comparing against its books.* The 
following statement of the Securities 
and Exchange Commission in this 
latter case (Release No. 2048) 
shows that the work of the public 
accountant does not detract from 
the importance of the controller :* 

“The fundamental and primary 
responsibility for the accuracy of in- 
formation filed with the Commis- 
sion and disseminated among the in- 
vestors rests upon management. 
Management does not discharge its 
obligations in this respect by the 
employment of independent public 
accountants, however reputable. Ac- 
countants’ certificates are required 
not as substitutes for management's 
accounting of its stewardship, but 
as a check upon that accounting.” 


SELECTION OF INDEPENDENT 
ACCOUNTANT 


To obtain the greatest benefit 
from the public accountant’s audit, 
the independent accountant should 
not be selected by the controller or 
the management because the work 
of these parties is to be examined by 
the auditor. In the past year a num- 
ber of well-known concerns have 
had the stockholders elect or ap- 
prove the auditors. In theory this 
is a forward step but in view of the 
fact that the same group which con- 
trols the board of directors through 
the proxy machinery is usually able 
to vote approval of other measures 
submitted to the stockholders, it 
amounts to almost the same thing as 
having the board of directors select 


? In the Cornucopia Gold Mines case. Re- 
ported in The Controller, May 1936, page 
106. 

* Interstate Hosiery Mills case. Reported 
in The Journal of Accountancy, May 1939, 
page 327. Published by the American Insti- 
tute Publishing Company, 13 East Forty- 
first Street, New York, N. Y. 

* Ibid. 
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the auditors themselves. In many 
cases it is the management itself 
which controls the proxy machinery 
and through it the board of directors 
and it is therefore difficult to avoid 
having the public accountants chosen 
by the management. One way of 
overcoming this is seen in the recom- 
mendation of the Board of Gover- 
nors of the New York Stock Ex- 
change to follow the policy, where 
practicable, of having the auditors 
chosen by a special committee of the 
board of directors composed of di- 
rectors who are not officers of the 
company.° 


SELECT AUDITOR EARLY 


The company should make the 
choice of auditors early in the year 
and should consider carefully the 
use of continuous or interim audits. 
It is to the mutual advantage of 
both parties for the auditor to spread 
out some of the work during the 
year. It means that the public ac- 
countant is able to give fuller em- 
ployment to his better men and 
needs to hire fewer inexperienced 
temporary employees at the peak pe- 
riods. For the client it means better 
quality service, lower cost, and less 
disturbance to the controller's de- 
partment during its busiest season. 
In this connection it should be noted 
that the adoption of the natural busi- 
ness year in place of the calendar 
year further increases these same ad- 
vantages to both parties. 

After the public accountant has 
been selected and the scope of the 
audit settled by the board of direc- 
tors or its representative, the con- 
troller and auditor should review to- 
gether the accounting methods of 
the company, particularly the inter- 
nal control, and the nature and ex- 
tent of the examination to be made 
of various items, particularly receiv- 
ables and inventories. It should be 
decided what detailed schedules the 
controller is to have prepared and 
when they should be ready, and 
when the various books and records 
will be available to the public ac- 
countants. The auditors in turn 


> The Controller, September 1939, page 
308. 





should agree on the date of delivery 
of their report. 
A very important question on the 


relations between controllers and 
public accountants is the extent to 
which it is necessary for the auditor 
to carry his examination in order to 
satisfy himself that the accounting 
system and financial statements are 
in order. It is necessary for the 
auditor to study the degrees of op- 
portunity for fraud open to various 
officials and employees and the use- 
fulness of assets to the persons who 
have access to them. The amount of 
detailed checking that the auditor 
will do will depend to a considerable 
extent on the system of internal con- 
trol which the company has. Further, 
the employment by large companies 
of internal auditing staffs which are 
independent of the departments they 
examine reduces the volume of de- 
tail which the public accountant has 
to do. 


DETAILED CHECKING CURTAILED 


In general the improvement of 
internal control in recent years les- 
sens the need for extensive detailed 
checking by the public accountant. 
Whereas formerly the independent 
accountants were very largely con- 
cerned with whether the client’s em- 
ployees were following the proced- 
ures set out for them, a greater 
emphasis is gradually being put on 
whether these procedures are them- 
selves adequate and based on sound 
principles. An additional three 
hours spent in closer study of such 
things as the minutes of the board of 
directors or of the executive com- 
mittee, the provisions of the corpo- 
rate charter or of a bond or stock 
issue, and the relationship of items 
therein to practices followed or dis- 
closures made in the published state: 
ments, may prove more productive 
than an additional three weeks of 
voucher checking. 

The extent to which the public 
accountant should carry his check- 
ing, and the records into which he 
should go, should be determined by 
him and not by the management of 
controller. A report adopted by 
the Board of Governors of the New 
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York Stock Exchange on August 23, 
1939 expresses the attitude of that 
body on this point as follows :° 

“Under sound corporation  ac- 
counting practice, no restrictions are 
imposed on the freedom of access of 
the independent certified public ac- 
countant to any records that he con- 
siders necessary in order to express 
his professional opinion that the fi- 
nancial statements present fairly the 
position of the company and the 
results of its operations. The ex- 
tent of the examinations and tests 
to be made within this broad field 
of access must vary with the circum- 
stances of each case, and must be 
determined by the judgment of the 
auditor. An auditor can not prop- 
erly give an opinion when the extent 
of his examination is less than he 
considers necessary.” 

Of course the question could be 
raised as to whether the public ac- 
countant might not insist upon car- 
tying his examinations further than 
necessary, simply to create more 
work for himself and to collect a 
higher fee. In this connection it 
may be said that the public account- 
ants as a group have built up a high 
professional reputation for integrity 
and those members of the profession 
who misuse the confidence placed in 
their judgment seem to be rather 
few and far between. 


ACCEPTED AUDITING PROCEDURE 


After the above general considera- 
tions, it does not seem necessary to 
discuss in detail the relationship of 
the controller and public account- 
ant in connection with each account. 
A recent widely publicized case, how- 
ever, focused attention on two par- 
ticular accounts, receivables and in- 
ventories, and some comments on 
them are in order. As a result of 
this case, the American Institute of 
Accountants, the national organiza- 
tion of the certified public account- 
ants, at its annual meeting in Septem- 
ber, 1939 declared :7 


* Journal of Accountancy, October 1939, 
Page 329. 

‘Journal of 
1939, page 381. 


Accountancy, December 


The Controller, June, 1940 


“That hereafter, wherever prac- 
ticable and reasonable, and where 
the aggregate amount of notes and 
accounts receivable represents a sig- 
nificant proportion of the current 
assets or of the total assets of a 
concern, confirmation of notes and 
accounts receivable by direct commu- 
nication with debtors shall be re- 
garded as generally accepted audit- 
ing procedure in the examination of 
the accounts of a concern whose 
financial statements are accompanied 
by an independent certified public 
accountant’s report; and that the 
method, extent, and time of confirm- 
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ing receivables in each engagement, 
and whether all receivables or a 
part thereof, be determined by the 
independent certified public account- 
ant as in other phases of procedure 
requiring the exercise of his judg- 
ment.” 

The question of inventories poses 
a problem for, as the American In- 
stitute of Accountants said® “ 
the training and experience of an 
independent certified public account- 
ant do not qualify him as a general 


‘Journal of Accountancy, December 


1939, page 380. 
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INSTITUTE’S ESSAY CONTEST 


The two winners of first prizes of $50 each in the essay contest | 
conducted by The Controllers Institute of America, as announced | 


Graduate student, Robert Irvine Dickey, University of Illinois, 
with paper on “Relations Between Controllers and Public Ac- 
countants,’”’ which appears in this issue of ‘The Controller.” 

Undergraduate student, Ralph T. Millet, Massachusetts In- 
stitute of Technology, with paper on ‘’The Relationship Between 
the Controller and the Public Accountant.’ This will be published 


Prizes of one year’s subscription to ‘The Controller’ were 


setts, at Massachusetts Institute of Technology; and Arthur W. 
Robbins, of Massachusetts Institute of Technology, Graduate 


Undergraduate Class—Joseph F. Seianas, School of Commerce, 


Madison, Wisconsin; and Herbert L. Meyers, of Ohio State Uni- 
versity, who lives at 209 West Eleventh Avenue, Columbus. 

Four subjects had been suggested by the Committee on Edu- 

cation, of The Institute, from which contestants could select. | 

_ Both winners of first prizes, one in the graduate and the other in | 

| the undergraduate group, selected the same subject. 


Mr. Oscar N. Lindahl, of the Universal Atlas Cement Com- | 
pany, New York; President of The Controllers Institute of Amer- | 


Professor G. A. MacFarland, of the Wharton School of Finance 
| American Accounting Association. 
| Dean J. Anderson Fitzgerald, of the School of Business Ad- 
| ministration, The University of Texas, Austin; President of the 


Mr. John A. Donaldson, President of the Chicago Control, Con- 


pany, New York; chairman of the Committee on Education, Con- 
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appraiser, valuer, or expert in ma- 
terials.” In spite of this, the auditor 
must examine into the situation as 
far as his abilities permit and the 
American Institute recommends :® 


CHECKING INVENTORIES 


“That hereafter, where the inde- 
pendent certified public accountant 
intends to report over his signature 
on the financial statements of a con- 
cern in which inventories are a ma- 
terial factor, it should be generally 
accepted auditing procedure that, in 
addition to making the auditing 
tests and checks of the inventory ac- 
counts and records, he shall, wher- 
ever practicable and reasonable, be 
present, either in person or by his 
representatives, at the inventory tak- 
ing and by suitable observation and 
inquiry satisfy himself as to the ef- 
fectiveness of the methods of inven- 
tory taking and as to the measure 
of reliance which may be placed 
upon the client’s representations as 
to inventories and upon the records 
thereof. In this connection the in- 
dependent certified public account- 
ant may require physical tests of 
inventories to be made under his ob- 
servation.” 

In a number of concerns a sub- 
stantial portion of the current as- 
sets is in the form of inventories 
identifiable only by experts. In 
such instances if no expert on ma- 
terials examines them physically to 
ascertain that they are what they 
are purported to be, the inventory 
may prove to be the Achilles heel of 
the balance sheet. For example, in 
the audit of a jewelry concern, all 
the counting of objects on hand and 
examination of records and invoices, 
and the like by the auditor will be 
of little value if the true items which 
should have been on hand have been 
disposed of fraudulently and other 
items worth only a fraction of the 
value of the real objects, have been 
substituted. Since such a substitu- 
tion might be discernible only to an 
expert jeweler, the investors and 
creditors who rely upon the outside 


* Ibid. 
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audit might not be protected against 
fraudulent activities of the employ- 
ees and management. It is as 
though a careful examination were 
made of the cash records but no 
attempt made to learn whether a 
very sizeable amount of cash on hand 
was in real or counterfeit money. 


MATERIALS EXPERT RECOMMENDED 


It therefore seems desirable, in 
those cases where an appreciable 
portion of the current assets is in 
the form of inventories which can 
be identified only by experts, to have 
an independent expert of those par- 
ticular materials work with the audi- 
tor and make physical tests to the 
extent that the auditor deems ad- 
visable. When the company’s an- 
nual report is published the report 
of the materials expert as well as 
that of the auditor should be made 
public. If the natural business year 
is adopted, it is easier to take inven- 
tory at a time when it is at a mini- 
mum and the cost of the inventory 
examination by both the auditor and 
the materials expert may be reduced 
to the minimum. It is realized that 
the employment of the expert would 
entail additional expense but it 
should be recognized that this need 
not be a large item since the ma- 
terials man, like the auditor himself, 
in most cases would make only test 
checks. 

The recommendations of the 
American Institute quoted above 
have caused considerable discussion. 
It should not be overlooked that 
they do not attempt to substitute an 
automatic procedure for individual 
judgment. Public accountants will 
continue to study the requirements 
of each audit separately and to use 
their judgment. Where they find a 
good system under the operation of 
a competent controller, they will 
keep the detailed checking to a mini- 
mum, with a saving in expense to 
the client. 

In an address at the eighth annual 
meeting of The Controllers Institute 
of America, Mr. Jerome N. Frank, 
chairman of the Securities and Ex- 
change Commission, quoted a judge 








in an English court case of 1896 
who, in exonerating a public account. 
ant, said that an auditor is ‘not 
bound to be a detective or .. . to 
approach his work with suspicion.” 
Mr. Frank raised the question of 
whether it was not the duty of the 
public accountant today to be sus- 
picious and to act as a sort of detec- 
tive. In considering this, it should 
be realized that if the public ac. 
countant were to be actively suspi- 
cious of everything and challenge 
every bit of evidence submitted to 
him by his client, every audit would 
be a detailed audit and the volume 
of work of public accountants would 
be increased tremendously. 


Cost WouLp EXxCEED VALUE 


Since the great majority of Ameti- 
can managers and employees are 
honest the additional cost of such 
work would probably be far in ex- 
cess of its value. The public ac- 
countant, however, should be alert 
constantly to the possibilities of 
fraud and should make a searching 
examination of any circumstances 
which seem to be improper. 

The controller and the manage- 
ment of the company welcome the 
searching scrutiny of the public ac- 
countant. They realize that it is his 
duty, as a quasi-public official, to do 
everything reasonable to protect the 
interests of creditors, investors, em- 
ployees, the government, and_ the 
general public. The controller is 
proud of the clean bill of health 
which is given him for his steward- 
ship by this independent examiner. 
Nor will the controller resent any 
constructive suggestions which the 
public practitioner, from his wide 
experience in a number of businesses, 
is able to make for he realizes that 
changes are occurring constantly and 
that no one man can know the last 
word in all the fields in which a con- 
troller must work. 

The engineers who developed the 
automobile subjected their product 
to the most searching tests they 
could devise, and out of these an- 


” The Controller, November 1939, page 
416. 








alyse 
stant 
the « 
incre 
glad 
the | 
cont 


the 

conti 
is ab 
publ 
theit 
cont: 
will 

their 
state 
evolu 


Siz 


In 
lers ¢ 
porta 
indiv 
ness 
who | 
the | 
quent 
a sys 
small 
depen 
and t 
tail. 

The 
amina 
essaril 
the b 
prove 
Like t 
he is 
which 
matter 

All 
very | 
ness c 
discus: 
to the 
menta 
counta 
proble 
troubl. 
of gov 
vate b 
tion o 
dits. 


1896 
ount- 
“not 
. to 
yn,””10 
n of 
f the 
sus- 
letec- 
10uld 
C a 
uspi- 
lenge 
-d to 
ould 
lume 
rould 


meri- 

are 
such 
1 eX: 
5S ate 
alert 
sof 
hing 


LN.ces 


1age- 
- the 
C ace 
s his 
0 do 
- the 


the 
ft iS 
alth 
ard- 
iner. 
any 
the 
wide 
Sses, 
that 
and 
last 


the 
duct 
they 


page 








alyses came, and still comes, a con- 
stantly improved product. So too 
the controller, in the conduct of his 
increasingly important position, is 
glad to consider the suggestions of 
the public accountant so that he may 
continually improve his services. 
Nor should it be overlooked that 
the controller, through his close 
contact with the public accountant, 
is able to indicate ways in which the 
public practitioners may increase 
their usefulness to society. Both 
controllers and public accountants 
will admit readily that neither of 
their professions has reached a final 
state of perfection, but that both are 
evolutionary. 


SIZE OF COMPANY IMPORTANT 
FACTOR 


In the relations between control- 
lers and public accountants, one im- 
portant factor is the size of the 
individual company. The small busi- 
ness concern is not able to hire men 
who have specialized in the way that 
the large company can, and fre- 
quently it does not have as adequate 
a system of internal control. The 
smaller enterprise is therefore more 
dependent on the public accountant, 
and the audit will be in greater de- 
tail. 

The public accountant, in his ex- 
amination of his clients’ affairs, nec- 
essarily learns confidential details of 
the business, some of which might 
prove advantageous to competitors. 
Like the doctor and lawyer, however, 
he is bound by a professional code 
which forbids his disclosure of such 
matters. 

All the above has been written 
very largely with the private busi- 
ness corporation in mind. Yet this 
discussion applies for the most part 
to the controllers of various govern- 
mental bodies and the public ac- 
countants with whom they deal. One 
problem which appears in more 
troublesome proportions in the field 
of government auditing than in pri- 
vate business, however, is the ques- 
tion of competitive bidding for au- 
dits. Many governmental units are 


required by statute to receive public 
bids for all services and materials 
purchased, including audit engage- 
ments. The public accounting pro- 
fession has endeavored for years to 
educate the public to the realization 
that competitive bidding is incom- 
patible with service of a high pro- 
fessional standard. 

The amount of work which the 
public accountant needs to do be- 
fore he can say that in his judgment 
the financial statements present the 
true picture of the organization he is 
auditing will vary from one audit to 
another and will depend on some 
factors that can not be estimated 
fully in advance. Competitive bid- 
ding encourages the less scrupulous 
practitioners to cut down the neces- 
sary scope of the examination. Such 
an audit might not only be worth 
less than it cost but actually prove 
dangerous by overlooking conditions 
which should not be approved and 
which an adequate audit would have 
disclosed. 


DISCOURAGING COMPETITIVE BIDDING 


Opposition to competitive bidding 
does not, of course, mean that pros- 
pective clients should not inquire as 
to the amount or base of an auditor’s 
fee. Controllers, because of their 
knowledge of the situation, realize 
that competitive bidding may be 
harmful both to public accountants 
and to their clients and they might 
well use their influence in cooperat- 
ing with the public accounting pro- 
fession in discouraging the practice. 

In‘ conclusion, the controller and 
the public accountant both perform 
important services needed by mod- 
ern society. Perhaps the closest anal- 
ogy that might be drawn to show 
the relations between the two is that 
of Robert E. Healy of the Securities 
and Exchange Commission who de- 
scribed the controller as a “house 
physician whose work and diagnoses 
are subjected to review and check by 
a consulting specialist.’ 


™ The Controller, June 1939, page 196. 
Reprint of a speech by Commissioner Healy. 
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Budget Balancing 
(Continued from page 207) 

our problems by easy stages, I might 
suggest that business be offered an 
opportunity to find new types of 
work for employables on public as- 
sistance on a part-time basis, the pay 
being on a fair basis but deducted 
from the state assistance grants so as 
to effect a worthwhile saving to the 
taxpayers. In other words, business 
would pay its share in direct wages 
and the balance for public assistance 
cases would come out of tax receipts 
so that everyone again would benefit. 

What we need are incentives. We 
need incentives in relief the same as 
in business. We have the example all 
about us and in every step of prog- 
ress in America of what incentives 
can and will do when properly ap- 
plied. Why then have we neglected 
to use incentives in connection with 
public assistance and our related 
problems ? 


Must Apply INCENTIVES 


Possibly the thoughts I have sug- 
gested are not adaptable, but in the 
end some proper form of incentives 
will need to be applied before we 
will make progress. Again let me say 
that a way must be found to make 
people want to get off relief and a 
way must be found to induce the 
people in our communities to hu- 
manely reduce our relief rolls. The 
most humane and American “relief” 
of all is reemployment. No one with 
a job ever starved. Surely we can all 
agree with the philosopher who said 
that “to help a man to help himself 
is the wisest effort of human love.” 

When we apply that sort of think- 
ing to our problem, and when we 
apply business methods and business- 
like incentives to relief and unem- 
ployment, we will be on our way 
toward balancing the budget and to- 
ward a happy and healthy nation. 


“War Problems of Business as the Con- 
troller Sees Them,” a booklet describing some 
puzzling situations and their handling. $1.25. 
Controllers Institute of America. 

Controllers, reserve September 23 
and 24 for Ninth Annual Meeting of 
The Controllers Institute of America 
in New York City. 








The accounting work of the mod- 
ern aggressive corporation and the 
results of that work, or rather the 
mediums through which those re- 
sults are expressed, financial state- 
ments, serve two main functions or 
purposes and satisfy two responsibil- 
ities, both of which are equally im- 
portant to the corporation if it is to 
grow and carry forward the program 
for which it was organized, and if it 
is to give a good account of its stew- 
ardship of the funds entrusted to the 
undertaking. 

The first is that function of prop- 
erly stating the financial position and 
earnings record of the corporation, a 
responsibility mainly to the man- 
agers and owners of the property, 
the directors and stockholders. 

The second is to present to the op- 
erating management financial facts 
developed through the regular ac- 
counting, and pertaining to opera- 
tions, in a way to be helpful in the 
administration of the affairs of the 
corporation, the control of expenses, 
and the securing of a fair return on 
investment, or a profit. 

The statements serving these two 
purposes employ the same material 
and facts and are all in balance, but 
are usually presented in different 
forms. 


WHAT AUTHORITIES SAY 


Messrs. Sunley and Pinkerton, in a 
book on corporation accounting 
stated that “the two financial state- 
ments of paramount importance in 
connection with any business enter- 
prise are the balance sheet and the 
profit and loss statement. Statements 
such as budgets, cost statements, and 
cash statements, whiie invaluable in 
directing operations of the enterprise, 
are eventually reflected in the results 
shown in these two fundamental 


statements. The forms used for these 





Uses of Management Statements for 
Manufacturing Operations 


By Roscoe Seybold 


operating financial statements are 
dictated by the circumstances and 
convenience in each particular case, 
rather than by corporate custom and 
usage, which have a heavy influence 
on the two fundamental statements.” 
Professors Thomas H. Sanders of 
Harvard University Graduate School 
of Business; Hatfield of California 
University, and Moore of the Yale 
University School of Law, in their 
study of accounting principles have 
this to say: “The balance sheet pur- 
ports to itemize and classify the as- 
sets, liabilities, and net worth for 
conformity with financial practice 
and the law applicable to the corpo- 
ration for which it is prepared.” 
Authorities define the income, or 
profit and loss statement, as one 
which shows in more or less detail, 
according to the purposes for which 
the statement is prepared, the gross 
income, cost, expenses, and net re- 





SIDE from the detailed de- 
scription which Mr. Ros- 
| COE SEYBOLD gives in this paper 
| of the procedure followed by his 
company in measuring perform- 
ance and in controlling expenses, 
the brief picture which he pre- 
sents of the changes which have 
taken place during the past dec- 
ade in accounting and business 
theories and practices, is of espe- 
cial interest. Mr. SEYBOLD, vice- 
| president and controller of the 
Westinghouse Electric and Manu- 
facturing Company, and a former 
president of THE CONTROLLERS 
INSTITUTE OF AMERICA, pre- 
sented this paper as a part of the 
program of Columbia University’s 
Institute of Accounting, a two- 
day affair also designated as an 
accounting clinic. 
—THE EDITOR. 
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sults of doing business during ; 
given period. 

It goes without saying, of course, 
that all financial statements to be of 
any real value to management, or 
others receiving them, must reflec 
the actual condition, or as nearly s 
as it is possible to set forth the actual 
condition. The case which was aired 
in the newspapers and courts almos 
two years ago and is still being dis. 
cussed, the Musica case, is a good il 
lustration of financial statements 
which did not reflect the actual con- 
dition. 

During the past two decades, and 
more particularly since 1933, far 
reaching changes have taken place in 
accounting and business theories and 
practices. There is a new trend in a 
counting and in financial statements, 
accelerated in 1933 and continuing 
at an ever increasing pace. The shift 
in emphasis from the balance shee 
to the profit and loss viewpoint, the 
development of modern accounting 
doctrines of consistency, materiality 
and disclosure, the recognition o 
conflicts and inconsistencies between 
the old and modern concepts, have 
created a new, more constructive, 
and more fascinating use of financial 
statements. 

I believe it was John D. Rockefel 
ler who stated from his experience 
“I knew where I stood at the close o! 
every business day; I charted my 
course by figures, nothing but fig 
ures.” He learned early in life the 
value of accounting to management 


ACCOUNTING AS AID TO 
MANAGEMENT 


One authority expresses his belie 
that profit and loss statements might 
as well never be made unless mat 
agement can determine from thet 
the things that are necessary to ‘‘stet! 


(Please turn to page 218) 
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COMPTOMETER 


REG. U.S. PAT. OFF. 





*STOP! 









It’s impossible to “laugh off” 
the fact that increasing numbers 
of progressive concerns—large 
and small—are finding the solu- 
tion to their figure-work prob- 
lems in the Comptometer, and 
modern Comptometer methods. 

To understand the full mean- 
ing of ““Comptometer Economy,”’ 
you have only to realize that the 
Comptometer combines remark- 
able speed with Controlled-Key 
accuracy* . . . and that Compt- 
ometer methods simplify figure- 
work routine. 

Both the Model K Electric 
Comptometer (illustrated below) 
and the new Cushioned-Touch 
Model M are popular with oper- 
ators for their light, balanced 
key-stroke—a factor that helps 
reduce fatigue to a minimum 
and keep operator-efficiency at 
a high level. 

May we demonstrate *‘Compt- 
ometer Economy”’ in your office, 
on your own work? Telephone 
your local Comptometer office— 
or write direct to Felt & Tarrant 
Mfg. Co., 1734 N. Paulina St., 
Chicago, Ill. 











Fumbled, imperfect key-strokes— 
source of many errors in ordinary 
adding-calculating machines—are 
“stopped dead” by the Comptom- 
eter’s exclusive Controlled-Key. 
This and other exclusive safeguards 
help maintain Comptometer’s re- 
markable first-time accuracy. 
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the ship.”” Another suggests that ac- 
counting “is no good and it should 
not exist’’ unless it offers some real 
aid to management in the making of 
profit. Such over-emphasis is echoed 
by the quotation, ‘Accounting to be 
scientific must prescribe what to do 
in order to make a business profit- 
able.” 

While this may be somewhat of an 
over-statement, there is to be sure an 
important management aspect to ac- 
counting reports, as many decisions, 
policies, and programs made by busi- 
ness men in their efforts to secure im- 
proved profits are based upon the 
analysis and interpretation of finan- 
cial statements. 

Some professions apparently de- 
velop respect for their profession 
through surrounding it with a cloak 
of mystery. This is illustrated by the 
use of Latin phrases and words by 
lawyers and doctors. How frequently 
do lawyers mystify their clients by 
some Latin phrase or by making ef- 
fective use of their highly technical 
legal library? And how the doctor 
of medicine attempts to dignify his 
diagnosis of your disease by writing 
out a prescription for sweetened wa- 
ter with hieroglyphics that only the 
pharmacist can read? 

Accounting differs from these 
other specialist fields in that laymen 
in general feel that they are some- 
what familiar with the fundamentals 
of accounting, and the accountant 
realizes that the most effective use of 
the facts developed through account- 
ing is obtained through making the 
layman (operating manager) feel 
that he does know the principles and 
details. 

The value of the accountant’s work 
depends largely upon his ability to 
make others understand. It is evi- 
dent that most men of the manager- 
ial type feel themselves competent 
to discuss, criticize, and improve ac- 
counting. Some one has said that 
the economist who would resent hav- 
ing any accountant venture into his 
own technical specialty even dis- 
cusses accounting problems with the 
conviction of authority. The engi- 
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neer who has thorough knowledge 
of scientific problems and _ other 
phenomena often suggests improve- 
ment in industrial accounting, the 
terms of depreciation, cost analysis, 
and other accounting problems. 
Statisticians, bankers, business men, 
lawyers, and legislators, are free with 
their criticism regarding accounting 
matters. 


No CLoAK OF MYSTERY 


One author says it is a matter for 
considerable dismay that laymen 
should consider themselves compet- 
ent to influence accounting, while 
keeping a respectful distance from 
the ceremonies and technical areas of 
other professions. However, I think 
we should feel rather pleased that 
ours is a work that can best serve 
management without any cloak of 
mystery and that our success is meas- 
ured largely by our ability to work 
cooperatively with management to 
the end that they may have confi- 
dence in accounting presentations as 
the basis for administrative action. 

Therefore one of the fundamentals 
to be considered in planning finan- 
cial statements or statistical state- 
ments for management is a knowl- 
edge of the executive whom the state- 
ments are to serve—how can the 
facts relating to the business be best 
presented to this executive to get his 
attention. Tabular presentation of 
data appeals to one type of executive, 
whereas graphical presentations ap- 
peal to others. 

Another principle that is found ef- 
fective is the development of the un- 
derlying principles of the statement 
so that they are thoroughly under- 
stood by the executive or the man- 
ager and so that there is an agree- 
ment with that executive or manager 
that the presentation fairly repre- 
sents the details and results of his 
operations. 

The balance sheet is used effec- 
tively by those managers who think 
in terms of financial ratios and meas- 
ure the results of operations by re- 
turn on investment. But, as previ- 
ously referred to, the trend is toward 
the profit and loss viewpoint, in 








which the management measures re- 
sults of operations by profit and loss 
and makes use of statements and 
facts, statistical and otherwise, sup- 
porting the profit and loss statement 
as the basis of detail control. 


COMPARISON OF RESULTS IN 
VARIOUS PERIODS 


There are two schools of thought 
as to the effective way to present to 
management profit and loss state- 
ments or statements of expenses. The 
first is the well known form in which 
the measurement of the current 
month’s performance is in compari- 
son with the performance with previ- 
ous accounting periods. For instance, 
one of the first things that I look for 
when I pick up an annual report of 
a corporation is how did the opera- 
tions for the reporting year compare 
with those of the immediate past 
year. 

The other form of reporting is the 
statement that sets forth details of 
operations in comparison with those 
that were planned and budgeted. 
This is becoming more and more the 
accepted practice, probably because 
the planned or budgeted perform- 
ance is the result of a thorough anal- 
ysis and study by management. 

I might illustrate the application 
of these principles by quoting freely 
from some of the noted authorities 
on management accounting—Dr. 
Roy B. Kester, Charles Reitell, G. 
Charter Harrison, S. A. Peck, Clem 
N. Kohl, Stephen Gilman, C. E. 
Knoeppel, W. B. McFarland, F. W. 
Shibley, and others—but I am going 
to take another approach. 

A review of the procedures, state- 
ment forms, and the principles back 
of the procedures and statement 
forms used by the company which I 
represent will illustrate how one 
comparatively large corporation meets 
this problem of “Management State- 
ments for Manufacturing Opera- 
tions.’” You can probably better un- 
derstand the necessity for and the 
purposes back of some of these pro- 
cedures if I give you a hurried word 
picture of the type of organization 
and scope of the business of the 


(Please turn to page 220) 
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Many a businessman, faced with rising costs and slimmer profits, casts 
a hostile eye on his calculating machine that sees action an hour or two 
a day ... on his listing-adding machine that serves him “part-time” as 
well. Does he need the advantages of both machines? Yes . . Does their 
use justify their cost? No... But now comes Remington Rand’s new 
Printing Calculator. It combines, in one compact mechanism, the best 
features of adding machine and calculating machine—at little more than 
adding machine cost. 


The minute you make the Printing Calculator standard equipment on 
all your office figuring, you promptly score on several important counts. 
You replace two machines with one. You eliminate costly investment 
in machines that lie idle some of each day. You put your figure-work on 
the same production basis that makes your business profitable. 


The Printing Calculator adds and subtracts. It multiplies. It divides 
automatically. No matter what problem you give it, the Printing Cal- 
culator always tells the truth, printing in permanent form every factor 
of every calculation. Gone is the need to verify the work. Gone is all 
chance for error in copying results from dials. The Printing Calculator 
has no dials. It has no movable carriage. It makes correct decimal 
selection practically automatic. It requires no specially trained oper- 
ators. Its compact 10-key keyboard can be instantly mastered by any- 
one. Plugged into any electrical outlet, it is ready to go to work on payroll 
and order extending, interest computing, expense prorating, inventory, 
costing . . . and all other figure-work. The limit of its profitable uses 
has yet to be reached. 








Every profit-minded executive should know how the Printing Calcu- 
lator operates—how successfully it can be applied to all office figuring. 
By all means, see it demonstrated today at your nearest Remington 
Rand office. If this is not convenient, simply address a request, on your 
business letterhead, for the illustrated Printing Calculator brochure, 
to Dept. 156, Remington Rand Inc., Buffalo, New York. In 


Canada, write to Remington Rand Limited, Toronto. 


The Remington Rand 
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Westinghouse Company. The com- 
pany is a corporation more than fifty 
years old, engaged in the manufac- 
ture and distribution of a broad line 
of electrical apparatus ranging from 
the tiniest ‘grain of wheat” lamp to 
the largest power house equipment— 
single units weighing as much as 2,- 
000,000 pounds. The company has as- 
sets well over $200,000,000. The vol- 
ume of business varies widely from 
year to year, having dipped as low as 
$67,000,000 in sales billed in the 
depths of the recent big depression, 
and having exceeded $200,000,000 
billings for individual years both be- 
fore and since that depression. This 
places upon management the burden 
of controlling operations under these 

widely varying conditions. 


VARIETY OF PROBLEMS PRESENTED 


The company’s manufacturing op- 
erations, and to an extent manage- 
ment, are decentralized, having man- 
ufacturing operations at some twenty 
different locations in the United 
States. Each of these locations con- 
stitutes a division administered by a 
manager who is responsible for man- 
ufacturing, engineering, sales, and 
administrative functions at that loca- 
tion. Some of the manufacturing is 
of the special order, job-shop variety, 
and some of the quantity straight 
line production type. 

There is a central headquarters 
executive department to which the 
division manager is responsible and 
from which he secures general direc- 
tions. The profit return on the op- 
eration is management’s measurement 
of the success of that operation, the 
measuring stick being a flexible profit 
budget in step with the volume of 
business actually done. 

Complete financial statements are 
issued monthly, consisting of the 
over-all consolidated balance sheet 
and profit and loss statements; the 
profit and loss statement for each 
division, supported by individual 
budget and expense statements; and 
statistical statements. The divisional 


statements are official recordings, the 
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total of the profit and loss statements 
by divisions constituting the consoli- 
dated company profit and loss state- 
ment. And, as a matter of fact, the 
consolidated balance sheet is a total- 
ization of balance sheet values car- 
ried on the divisional books. 

The monthly consolidated balance 
sheet and profit and loss statements 
are furnished to the executive officers 
and directors as a reasonably accurate 
recording of the company’s current 
position; but these do not furnish 
the detail information necessary for 
the measurement and control of ex- 
penses and investments. 


STATEMENT PREPARED IN EACH 
DIVISION 


The divisional profit and _ loss 
statement is prepared in the division 
from records and original papers re- 
tained in the division, with copies to 
the division manager and the inter- 
ested executives in the central offices. 
Correlated with and contributing to 
the divisional profit and loss state- 
ment are standard cost procedures 
and budgetary control system. 

Standard cost procedures furnish a 
measurement of production efh- 
ciency, and budgetary control sup- 
plies the data for expense and other 
operation controls. 

The divisional profit and loss 
statement is supported by code profit 
and loss statements, each code repre- 
senting a definite line of product. 
As an example, the merchandising 
division profit and loss statement is 
supported by a number of code profit 
and loss statements; one for do- 
mestic refrigerators, one for com- 
mercial refrigerators, air condition- 
ing, ranges, miscellaneous household 
appliances, and so on. 

Standard costs, together with the 
related time study operations, estab- 
lish standard labor, standard ma- 
terial, and standard manufacturing 
overhead values, as a basis for deter- 
mining the standard cost of pro- 
duction of the device or piece of 
apparatus. These standard costs, car- 
ried through the accounting period, 
establish the standard costs for the 
production of that period. 




























In the application of this program 
the manufacturing plant is divided 
into cost centers—each cost center 
being limited to a shop area in which 
the manufacturing processes are sim- 
ilar in character and the wage rates 
of the men vary over narrow limits, 
These standards for labor and manu 
facturing overhead are set by the 
cost centers. One or more cost cen 
ters may report to a foreman. 

The difference, by cost centers, 
tween the actual labor incurred if 
the production period and the stand 
ard labor allowed in the standarday 
costs for the production in that pes v. 
riod is brought out on the divisional (™ 


profit and loss statement as labor es 





variance and material variance afé 
produced by cost centers and shows 


is segregated to controllable, and 
volume or non-controllable variances 
Management can do something abou 
the controllable variance, but very 
little with regard to the volume or 
non-controllable variance except by 
increasing the volume of business. 


FLEXIBLE BUDGETARY CONTROL 


The flexible budgetary control pro- 
cedure is a more detailed basis for 
controlling expense on a planned 
program. The monthly divisional 
profit and loss statement sets forth 
the comparison between the planned 


or budgetary expense, and that ac Thi: 
tually incurred. thou 
The establishment of standard 
costs is definitely a function of the Exp 
accounting department as these costs Satis 
constitute the foundation of out} thei: 
financial statements and the valua- 
tion of inventories and must, there — Exp. 
fore, represent the application of f com 
sound cost principles to current pro- ess 
duction. On the other hand, the de- j 
tails of the flexible budgetary control thei 
plan represent a mutual agreement Ex 
between management, the division P 
manager, and the director of budgets, J UPO 


as to acceptable budgetary measuring 
sticks. A mutual agreement is neces 


(Please turn to page 222) 
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This postscript summarizes the thinking of 
thousands of Burroughs users. 


Experience has taught users the certainty of 
satisfaction, long life and maximum return on 
their investment in Burroughs equipment. 


Experience has proved the availability and 
competence of Burroughs factory-trained, 
factory-controlled service in safeguarding 
their equipment against costly interruption. 


Experience also prompts users to depend 
upon Burroughs research engineers for a 







































steady flow of new machines, new features 
and new developments for keeping pace with 
changing office requirements. 


Your local Burroughs representative, backed 
by a full line of thoroughly modern Burroughs 
machines and features, is experienced in 
recommending exactly the right equipment 
for any figuring, accounting, cash handling or 
forms-writing job. Why not call him today? 


BURROUGHS ADDING MACHINE COMPANY 
6377 SECOND BLVD., DETROIT, MICHIGAN 


Jodays Burroughs 


DES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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sary so that the division manager 
will accept without alibi these meas- 
uring sticks as a sound basis for 
measuring the results of his opera- 
tions. 

I might say here, also, that the 
form of the divisional profit and loss 
statement and the items shown on 
this statement are matters of mutual 
agreement between central manage- 
ment, divisional managers, and the 
accounting department. Here we 
have many personalities to deal with. 
The usual procedure is that when 
changes are being considered a spe- 
cial meeting is called of all interested 
parties with advance notice of the ex- 
act change proposed. We stay in ses- 
sion until the agreement is reached. 
Possibly two decades ago the ac- 
counting department would have 
made the modification and division 
managers would have had to accept 
it, but we have found that that type 
of procedure does not produce the 
best results. 


ELEMENTS REVIEWED EACH YEAR 


The elements of budgetary control 
are reviewed in detail each year. The 
time of this review is not necessarily 
the beginning of the company’s fiscal 
year, but rather at staggered periods 
corresponding to the logical business 
year and the inventory year for the 
division. This review establishes the 
formula for determining the allow- 
able amount for each expense clas- 
sification of sales, manufacturing, en- 
gineering, and administrative. 

The production area under the 
control of a given foreman is consid- 
ered a budget center. A statement is 
established, prepared and issued for 
each budget center. The budgetary 
review establishes the formula for al- 
lowable expense for each expense 
classification under the control of 
each budget center foreman. This 
formula gives consideration to the 
fixed element and the variable ele- 
ment in each expense classification. 
The basic measurement for allowable 
expense is net allowed hours, and 





through the various formulas (or 
curves), with net allowed hours as 
the variable, the allowed expense is 
established for each classification and 
for each month or each accounting 
period. 

As to the method of control of 
expense, the foreman prior to the 
beginning of the accounting period 
establishes, or has established for 
him, the forecast of net allowed 
hours for the coming month or ac- 
counting period. With this informa- 
tion and the formulas for each class 
of expense he estimates the allow- 
able expense for the accounting pe- 
riod in advance of the production 
and gives this information to those 
who actually control or authorize 
the expenditures. The effectiveness 
of this advance study of the control 
of the various items of expense is re- 
markable. 


OTHER OPERATIONS CONTROLLED 


The statement by budget centers is 
assembled into a statement for the 
division covering the over-all picture 
for that division. 

This general type of application of 
the budgetary control plan carries 
through to operations at the manu- 
facturing division other than in the 
factory itself; as, for instance, the 
engineering activities, headquarters 
sales activities, accounting activities, 
and so on, these being covered by 
statements suitable to that kind of 
operation and setting forth each ex- 
pense classification. 

There are other statements of par- 
ticular value to management in de- 
tail administration of expense con- 
trol, such as statements of inventory, 
payrolls, unfilled orders, number of 
employes, and the like, statistical in 
character, but more historical in na- 
ture, although we do budget inven- 
tory control. 

We present to each division man- 
ager an informal statement of turn- 
over of and return on investment 
under his control—investment con- 
sisting of plant and equipment, in- 
ventory, accounts receivable, and 
working cash. Through this we are 
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trying to educate him on this impor. 
tant measuring stick from a stock. 
holder’s point of view. 

In conclusion I would stress that 
in this period of keen competition in 
all industry, effective and efficient 
management needs all the assistance 
that we accountants can _ furnish 
through financial and statistical state. 
ments. We are no longer living in 
the period when this assistance can 
be arbitrary; but to be effective, it 
must be cooperative. 


WHO IN HOLLYWOOD 
ARE EXECUTIVES 


Which Hollywood employees are 
“executive” and which “profes- 
sional,” as these terms are used in 
the Fair Labor Standards Act, will 
be studied by the Wage and Hour 
Division, Colonel Philip B. Fleming, 
Administrator, announces. The Act 
exempts ‘any employee employed in 
a bona fide executive, administrative 
(or) professional . . . . capacity.” 

In the motion picture industry 
the minimum wage is not a problem, 
but the Division has been asked to 
review the industry’s classification of 
its employees as executives and pro- 
fessionals because of problems raised 
by the overtime requirement of the 
law. 


FACTS CONCERNING STATE 
UNEMPLOYMENT LAWS 


The Social Security Board has is- 
sued, as a part of its informational 
service, a four-page folder entitled 
“Significant Provisions of State Un- 
employment Compensation Laws, 
February 1, 1940.” It bears the no- 
tation that it was prepared for ready 
reference and purposes of compat 
son. Ten colums are shown, with 
these headings: “State and type of 
fund”; “Size of firms covered”; 
“Contribution rate for 1940 (per: 
centage of wages)”; ‘Month first 
payable”; ‘“Weeks of initial waiting 
period”; ‘Weekly benefit rate”; 
“Maximum per week’; ‘Minimum 
per week”; “Maximum number times 
weekly benefit amount payable’; 
“Total amount of benefits as a pro- 
portion of wages earned in prior 


period.” 
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The second annual Pacific Coast 
Conference of Controllers was held 
under the direction of the Los Angeles 
Control on May 18 at the Hotel Bilt- 
more, Los Angeles. As was the case 
last year when the first conference was 
held in San Francisco on May 20, these 
meetings were arranged for the con- 
venience of the many members of the 
Controllers Institute of America who 
live in the far west. 

A general conference was conducted 
in the morning, starting at ten o'clock. 
It consisted of a debate on ‘Pros and 
Cons of Federal Tax Rewards as In- 
centives for Profit Sharing and Plant 
Additions.” Pro was presented by Mr. 
Edward V. Mills, Fireman’s Fund 
Insurance Company, San Francisco, and 
Con was handled by Mr. C. C. Gib- 
son, The Paraffine Companies, Incorpo- 
trated, San Francisco. Discussions and 
questions from the floor followed. An 


Successful Regional Conference of 
Controllers at Los Angeles 


informal luncheon was held at noon. 

The general conference in the after- 
noon consisted of three papers and an 
open forum: “The Purpose and Use of 
Internal Checks,’ by Mr. William M. 
Shanahan, Consolidated Aircraft Cor- 
poration, San Diego; “Reducing Oper- 
ating Costs by Using Tabulating 
Equipment,” by Mr. Arthur L. Cable, 
Western Auto Supply Company, Los 
Angeles; and “Should the Controller 
Have Supervision of All Tax Mat- 
ters?”’, by Mr. Robert E. King, Los 
Angeles Turf Club, Incorporated, Los 
Angeles. The open forum was on 
“Taxes and Other Problems,” under 
the leadership of Mr. E. E. Balling, 
Jr., Latchford-Marble Glass Company, 
Los Angeles. The dinner in the eve- 
ning was entirely informal with no 
speeches. It is the consensus that this 
was a splendid and well-attended con- 
ference. 
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THINKS WELL OF INSTITUTE’S 1939 
YEAR BOOK 


To the Editor: 

I want to send you a personal note of 
congratulation regarding the very fine job 
which you did on the 1939 Year Book 
which I received a few days ago. 

After looking it through I thought it 
would be interesting to see how many of 
the members I know personally. Checking 
over the names in detail I find that I know 
more than 150 men. It then occurred to me 
to see how many members were listed in 
the first year book published by the Insti- 
tute in 1932. To my surprise I found the 


| total membership at that time was almost 


exactly 150. 

In other words the number of members 
of The Institute I now know—the large 
majority of whom I would not have had the 
opportunity to meet had I not been a mem- 
ber of the Institute—now equals the total 
membership at the end of the first year. To 
say that this is a rather startling contrast as 
well as a specific indication of the very sub- 
stantial growth of the Institute is to put it 
mildly, 

Another interesting comparison is the 
fact that the 1939 Year Book with its 300 





pages is practically three times as large as 
the 1932 Year Book which you may re- 
member contained less than 100 pages. 

Of course I think the 1939 Year Book is 
by far the best you have ever published. I 
like particularly the classification of com- 
panies by lines of business as well as the 
improved form and method of presenting 
the contents. 

Congratulations again on a hard job well 
done and may The Institute continue to 
grow as satisfactorily and soundly in the 
future as it has in the past. 

JoHN H. MacDonaLp. 


AMA HOLDS CONFERENCE 
ON COST REDUCTION 


The American Management Associ- 
ation conducted a conference on ‘‘Or- 
ganizing for Cost Reduction” at Hotel 
Pennsylvania, May 22 and 23. It was 
under the direction of the Production 
Division. 

“War Problems of Business as the Con- 
troller Sees Them,” a booklet describing some 


puzzling situations and their handling. $1.25. 
Controllers Institute of America. 
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@ When you write on a type- 
writer the word is being formed 
as you type each letter. The word 
is completed the instant you type 
its last letter. 


@ When you multiply on a 
MARCHANT the answer is being 
formed as you enter each multi- 
plier figure. The answer is com- 
pleted the instant.you enter the last 
multiplier figure! 


There are no auxiliary keys to 
operate. There is no waiting 
while the calculator multiplies. 
Without delay, the “Right Answer” 
appears —in a flash! 


INVESTIGATE! COMPARE! 











MARCHANT CALCULATING MACHINE COMPANY 


HOME OFFICE: OAKLAND, CALIFORNIA, U. S. A. 


Sales Agencies and Manufacturer's Service Stations 
Give Service Everywhere! 
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Eakin Pleads for National Economic 
Leadership in United States 


Mr. Franzy Eakin, vice-president 
and controller of the A. E. Staley Man- 
ufacturing Company, and a member 
of The Controllers Institute of America, 
is co-author with Mr. William Hard 
of an article published in ‘Reader's 
Digest” in the May, 1940, issue en- 
titled ‘“A Goal for the American Fam- 
ily.” The article pleads for direct 
economic leadership and adds: “‘Politi- 
cal leadership will ultimately swallow 
all our economic elements into the 
stomach of the state unless in private 
economic life we have a concerted 
leadership that can stand up against 
it.” 

This article further states that ‘‘to 
produce what we need we would have 
to employ all—all—our workers; and 
then we would have to step up the ef- 
ficiency of their machines and the ef- 
ficiency of their brains by at least 25 
per cent.” 

These authors estimate that the na- 
tional income would have to be $105,- 
600,000,000 if our present middle- 
American ideal of life were to become 
a fact and not merely an ideal. The 
authors estimate the present actual na- 
tional income at seventy billion dollars, 
which means that there is a spread of 
thirty-five billion dollars, according to 
the authors, to be bridged in order to 
arrive at an America living in accord- 
ance with the standards of the middle- 
class of American people. 

Finally, the authors point out that 
this country could not today produce 
105 billion dollars of national income 
if every last employable person in the 
country were put to work on all the 
machines we have. They state that the 
total number of employables today is 
not more than fifty-six million persons, 
and that they would produce just 
$1,600 a year apiece of goods and serv- 
ices, Our present out-put. This would 
produce $89,600,000,000 of national 
income, approximately fifteen billion 
dollars short of the desired one hun- 
dred and five billion dollars of na- 





tional income. 





So the authors arrive at the conclu- 
sion that the country needs direct eco- 
nomic leadership. 


MUNICIPAL YEAR BOOK 
MEASURES TAX RISE 


Adjusted property tax rates in 
American cities increased $2.61 or 
10.4 per cent from 1933 to 1939, 
while per capita assessed values de- 
creased 8.4 per cent in the same 
period, according to the 1940 Maz- 
nicipal Year Book, recently pub- 
lished. The adjusted rates for the 
287 cities of more than 30,000 pop- 
ulation which were included in the 
study were computed by multiplying 
the actual tax rate by the estimated 
ratio of assessed value to true value. 

Adjusted tax rates have shown a 
small increase in each of the past 
four years, although the rate of in- 
crease has been diminishing. When 
this tax increase and the decrease of 
assessments which has occurred are 
considered together, it becomes clear 
that American cities are faced with a 
serious problem of financing. 

The Municipal Year Book is pub- 
lished by the International City 
Managers’ Association in Chicago. 
It is a 600 page book priced at $5. 


Papers Presented Before New 
York Public Accountants 


Papers presented at the April 8, 1940, 
meeting of the New York State Society of 
Certified Public Accountants were on the 
following subjects: “Auditors’ Liability 
under the Law,’ by Boris Kostelanetz, 
C.P.A.; “Ownership of Accountants’ 
Working Papers,’ by Leonard Price, 
C. P. A.; “Moral and Ethical Phases of Ac- 
countants’ Responsibility,” by Charles L. 
Hughes, C.P.A.; and “A Case Study of 
the Application of the Social Security Act 
and Various State Unemployment Acts to 
Accounting Records and Procedure,” by 
Frank J. Pekar, C.P.A. and Al De Bree. 
These papers are published in the May is- 
sue of The New York Certified Public 
Accountant. 


Annual Meeting, Controllers Insti- 
tute of America, September 23-24, 
New York City. 
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Listing Requirements as to Voting 
Rights Defined by Exchange 


The Committee on Stock List of the 
New York Stock Exchange recently 
issued an announcement concerning 
listing requirements as to voting rights 
of preferred stock. The announce- 
ment is to the effect that the Commit- 
tee, as a matter of policy, will not list 
new preferred stocks which do not pro- 
vide at least the following minimum 
voting requirements: 





DECLARATION OF 
PRINCIPLES 
| 


The following declaration was | 
adopted by the Board of Directors of 
The Controllers Institute of America 
on January 19, 1933, at the sugges- 
tion of the Committee on Professional 
Standing: 

The Controllers Institute of Amer- 
ica stands for the observance of the 
highest ethical standards in corpo- 
rate accounting practice and in the 

| preparation of reports of financial 
| and operating conditions of corpora- 
| tions to their directors, stockholders 
| and other parties at interest, in such 
| manner that all concerned may know 
the actual conditions in so far as 
such reports may assist in the de- 
termination thereof. To that end, the 
Controllers Institute of America of- 
fers its advice and assistance in con- 
nection with any movement which 
has for its purpose the establishment 
| of better safeguards for the protec- 
| tion of the investor. 


| 











(1) The right of preferred stock, 
voting as a class, to elect not less than 
two directors after default of the equiv- 
alent of six quarterly dividends; (2) 
the affirmative approval of at least two- 
thirds of the preferred stock voting as 
a Class, as a prerequisite to any charter 
or by-law amendment altering ma- 
terially any existing provision of such 
preferred stock. 

The announcement states that the 
new policy will not be applied retro- 
actively to issues already listed, many 
of which do not conform to the above 
standards. 

A letter bearing the signature of Mr. 
John Haskell, vice-president of the Ex- 
change, states that these minimum re- 
quirements were adopted after con- 
sultation with law firms, accountants 
and investment bankers. 


Five Regional Meetings 
Five regional meetings were con- 
ducted by The Controllers Institute of 
America this spring, in Los Angeles, 
Chicago, Rochester, New York City, 
and Swampscott, Massachusetts (June 


7). 





The Controller, June, 1940 
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Brief Facts Concerning 


CONTROLLERS INSTITUTE 
OF AMERICA 


Organized, December 29, 1931; in- 
corporated, December 31, 1931. 

A non-profit membership corpora- 
tion, under laws of District of Co- 
lumbia. 


| Membership, 1,364. Includes control- 


lers from many diversified lines 
of business and industry. 

Purposes, advancement of technical 
and other interests of controllers. 


President, Oscar N. LINDAHL, Uni- 


versal Atlas Cement Company, New 
York. 

Eligibility Rules: Membership open 
only to controllers, and to assistant 
controllers when sponsored by 
their chiefs. (In case of company 
which has no one with title of 
controller, the person performing 
the commonly accepted duties, and 
carrying the usual responsibilities, 
of a controller, becomes eligible.) 
Associate class open to educators 
and writers and to corporate off- 
cers of grade equal to or higher 
than that of controller. 


| Branches in twenty-two cities: Bal- 


timore, Buffalo, Chicago, Cincin- 
nati, Cleveland, Connecticut, Day- 
ton, Detroit, District of Columbia, 
Indianapolis, Kansas City, Los 
Angeles, Milwaukee, New Eng- 
land, New York City, Philadel- 
phia, Pittsburgh, Rochester, St. 
Louis, San Francisco, Syracuse, 
Twin Cities (Minneapolis-St. Paul). 


Meetings: Annual, on national scale; 


monthly, in twenty-two Cities. 


Publications: Year Books, monthly 


magazine, “The Controller,” spe- 
cial reports and pamphlets from 
time to time. 











PHILADELPHIA WASHINGTON 


Valuations and Appraisals 


Design and Construction 


39 BROADWAY, NEW YORK 


Depreciation and Depletion Studies 


Organization and Business Reports 
Securities Registration Investigations 


Ford, Baron & Bais, aw. 


CHICAGO DALLAS 





Please mention THE CONTROLLER in communicating with advertisers 
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NEW MEMBERS ELECTED 


At a meeting of the Executive Commit- 
tee of The Controllers Institute of Amer- 
ica, held May 31, 1940, the applicants 
named below were elected to active mem- 
bership in The Institute: 


WILLIAM G. BECKER 
Isthmian Steamship Company, New York 
City. 
HENRY A. BEYER 
M. J. Whittall Associates, Inc., Worces- 
ter, Massachusetts. 
LAURENCE D. BOWMAN 
Pittsburgh Plate Glass Company, Pitts- 
burgh. 
ALFRED B. CIPRIANI 
Blaw-Knox Company, Pittsburgh. 
W. T. Cole 
Ocean Dominion Steamship Corporation, 
New York City. 
W. Brooks GEORGE 
Larus and Brother Company, Inc., Rich- 
mond, Virginia. 
WALTER H. Kamp 
Bristol-Myers Company, Hillside, New 
Jersey. 
JOHN H. Kiuc 
American National Bank and Trust Com- 
pany of Chicago, Chicago. 
WILLIAM T. LAKE 
Keystone Portland Cement 
Philadelphia. 
JOHN P. MoLL 
Apex Motor Fuel Company, Chicago. 
M. B. Morton 
Colgate-Palmolive-Peet Company, Jersey 
City, New Jersey. 
PAUL OBERKOTTER 
United Parcel Service, Philadelphia. 
Otro SCHULER 
Nathan Schweitzer Co., Inc., New York 
City. 
E. A. SEFFING 
The Cleveland Tractor Company, Cleve- 
land. 
R. J. SEVER 
P. R. Mallory & Co., Inc., Indianapolis, 
Indiana. 
GEORGE E. ToERGE 
Blaw-Knox Company, Pittsburgh. 


Company, 





CONTROLLER 
PROFESSIONAL DIRECTOR 


Hard-hitting executive, 34, exceptional 
ability, personality, thoroughly quali- 
fied. Has broad, practical knowledge 
finance, factoring, textiles, stock bro- 
kerage business—administrative prob- 
lems—systems, budgets, taxes—excel- 
lent contacts largest banks. Salary to 
start, $7,500. Address ‘The Control- 
ler,” Box 340. 














MEETINGS OF CONTROLS 


Connecticut: 
Topic: “Accounting in the Horse- 
Nail Business” 

Mr. L. M. Nichols, president of the 
Connecticut Control, presided at the reg- 
ular monthly meeting of the Control 
which was held at the City Club, Hart- 
ford, Connecticut, on May 1. A member 
of the Control, Mr. Homer T. Huffield of 
the Capewell Manufacturing Company, 
Hartford, addressed the group on the 
subject of “Accounting in the Horse-Nail 
Business.” An interesting round-table 
discussion followed. 


Dayton: 

Topic: “Revised Rulings and Regu- 
lations of the Bureau of Unem- 
ployment Compensation” 

The annual meeting of the Dayton Con- 
trol. took place on May 9 at the Van 
Cleve Hotel. An election of officers and 
directors was held. Mr. G. Russell Pal- 
mer, Standard Register Company, was 
re-elected president. The full list of 
newly elected officers and directors will 
appear in the July issue of “The Con- 
troller.” 

The speaker of the evening was Mr. 
H. W. Park, supervisor of claims in the 
Dayton office of the Bureau of Unem- 
ployment Compensation. His subject 
covered the revised rulings and regula- 
tions of the Bureau; many problems were 
introduced for discussion, and the pro- 
cedure of handling claims and benefits 
was explained. 

The next regular meeting of the Con- 
trol is to be held on Thursday evening, 
June 13 and is to be a dinner meeting. 
Mr. W. H. Nicholas, of the Master 
Electric Company, a member of the Con- 
trol, will lead a discussion on the “Con- 
trol of Production” and will explain the 
system used in the plant of his company. 


Detroit: 

Topic: ‘‘Today’s Office Problems: In- 
creased Volume; Defined Working 
Hours” 

Mr. Arthur F. Liska, of the Burroughs 
Adding Machine Company, and a direc- 
tor of the Control, was the speaker at the 
monthly meeting of the Detroit Control 
held on May 15 at the Hotel Statler. His 
subject was “Today’s Office Problems: 
Increased Volume; Defined Working 
Hours,” and was of vital importance to 
all controllers. 


District of Columbia: 

Topic: ‘Accounting Principles and 
the Accounting Requirements of 
the Securities and Exchange Com- 
mission” 

Mr. William W. Werntz, chief account- 
ant of the Securities and Exchange Com- 
mission, was the guest speaker at the 
monthly meeting of the District of Co- 
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lumbia Control which was held on May 
28 at the Carlton Hotel. He gave , 
twenty-minute address on the ‘Account. 
ing Principles and the Accounting Re. 
quirements of the Securities and Exchange 
Commission.” He had requested that the 
members ask him questions with respect 
to the subject, and accordingly each mem. 
ber had been requested to be prepared 
to ask three or four. The Control was 
very fortunate in having Mr. Werntz a 
a speaker, and the members expressed 
their hearty appreciation of his coopers. 
tion. 


Indianapolis: 
Topic: ‘Personnel Management’ 

A golf tournament starting at 1:30 in 
the afternoon preceded the regular 
monthly evening dinner and discussion 
meeting of the Indianapolis Control on 
May 23 at the Indianapolis Country Club. 
The discussion leader was Mr. J. How 
ard Alltop, personnel and planning man. 
ager of the American United Life Insur 
ance Company, who spoke on ‘‘Personnel 
Management.” He is also an instructor 
in Personnel Management at Butler Uni 
versity and was well qualified to lead the 
discussion on this interesting topic. The 
Nominating Committee presented their 
selections of officers and directors for the 
coming year. 
There was a large attendance at the golf 
outing. All of the members gave a rising 
vote of thanks to Mr. Edward M. Karrmann 
in appreciation of his service as president 
since the organization of the Control o 
January 31, 1939. A similar vote of thanks 
was given to Mr. Victor Seiter for his 
splendid work on the program arrangements 
for the past year. 


Milwaukee: 
Topic: “Wills, Trusts and Estates’ 


A helpful and enjoyable round-table 
discussion under the guidance of M. 
Joseph Moser, vice president and trust 
officer, Marshall and Ilsley Bank, Mil 
waukee, was held at the monthly meeting 
of the Milwaukee Control on May 14, # 
the University Club. Mr. Moser at 
dressed the members on “Wills, Trust 
and Estates.” The meeting was open td 
guests and members were invited 
bring their associates. 


New England: 
Topic: Annual Meeting 


The New England Control held is 
annual meeting on May 14 at the Worcts 
ter Country Club. Golf in the after 
noon was followed by dinner at the Club 
At the meeting of the Control, Mr. Aldea 
C. Brett, Hood Rubber Company we 
elected president. The full list of new} 
elected officers and directors will appé# 
in the July issue of “The Controller.’ | 

Both Mr. Freeman, the retiring pre 
dent, and Mr. Brett, the newly elect? 
president, addressed the meeting briefly 
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and Mr. Harvey M. Kelley, assistant sec- 
retary Of The Institute, brought a mes- 
sage from national headquarters. The 
Control has had an active and interesting 
year which will close with the Regional 
Conference at Swampscott, Massachusetts, 
on June 7. 


New York City: 
Eastern Spring Conference 
The New York City Control acted as 
host at the Eastern Spring Conference of 
The Institute which was held on May 
20, at the Waldorf-Astoria Hotel. The 
Conference was very successful and the 
more than five hundred members and 
guests in attendance were most enthusi- 
astic in their reception of the very ex- 
cellent program both in the conference 
groups and at the evening dinner. 


Philadelphia: 
Topic: ‘Job Evaluation” 
The regular monthly meeting of the 
Philadelphia Control was held at the 
Penn Athletic Club on May 2. The guest 
speaker was Mr. Eugene J. Benge, man- 
agement engineer, Chicago. He addressed 
the Control on ‘Job Evaluation,’ and in 
addition presented a sound slide film en- 
titled, “Boss, I Want a Raise.” The 
program furnished a most enjoyable and 
informative evening. 


Pittsburgh: 


Topic: Questions on “Information 
Please” Program in March 
The regular monthly program of the 
Pittsburgh Control was held on May 27 
at the Pittsburgh Field Club, with the 
following program: Golf from 2:00 to 
6:00 P.M.; dinner from 7:00 to 8:00 
P.M.; and the meeting from 8:00 to 
10:00 P.M. Mr. Robert F. McClure, of 
the McKinney Manufacturing Company, 
a member of the Control, was host. The 
meeting was in the form of a round-table 
discussion. The questions discussed 
were selected from the surplus of those 
submitted for the Control’s ‘Information 
Please” program in March which, due to 
lack of time, were not used. Each ques- 
tion was presented by some one who was 
prepared to lead the discussion. 


St. Louis: 
Topic: “Insurance—Its Various Phases 
of Coverage and Application” 
The regular meeting of the St. Louis 
Control was held on May 27 at the Mis- 
souri Athletic Association. The speaker was 
Mr. W. H. Semstrott, general manager of 
the Associated Retailers of St. Louis. Pre- 
Vious to his present connection he was 
director of insurance and connected with 
the Workmen’s Compensation Bureau of 
the Associated Industries of Missouri. His 
subject was “The Merits of the Respective 
Types of Insurance Carriers, and Some Lit- 
tle Understood but Important Features of 
Various Insurance Coverage.” 


Syracuse: 


Topic: “Co-ordination of Internal 
Accounting and Professional Aud- 
iting—Pre-Audit Preparation and 
Procedure” 

On behalf of the Syracuse Control, 
President George K. Chrismer invited 
the Rochester and Buffalo Controls to 
hold the Tri-Control meeting in Syracuse 
next year. To Rochester goes the credit 
for taking the initiative but to Syracuse 
goes an opportunity to show appreciation 
of the generous hospitality extended at 
the Tri-Control meeting on May 1 in 
Rochester. 

At the regular monthly meeting of the 
Control, which was held on May 21 at 
the Industrial Club, Syracuse, the Nomi- 
nating Committee presented the nominees 
for election at the June meeting as offi- 
cers and directors for the year 1940-1941. 
The program of the evening consisted of 
an interesting round-table discussion on 
“Co-ordination of Internal Accounting 
and Professional Auditing.” Special at- 
tention was given to the decrease of 
professional expense through pre-audit 
preparation and procedure. 


Twin Cities: 
Topic: “Some New Developments 
in Employment Regularization, 
Ideas, and Technique” 

For the program of the regular meeting 
of the Twin Cities Control which was 
held on May 7 at the Minneapolis Ath- 
letic Club, Mr. E. C. Peterson, of Brown 
& Bigelow, a member of the Control, ar- 
ranged for Dr. Emerson P. Schmidt, as- 
sociate professor of economics, Univer- 
sity of Minnesota, to address the members. 
His subject was “Some New Develop- 
ments in Employment Regularization, 
Ideas, and Technique.” It was suggested 
that members bring their factory produc- 
tion and employment superintendents, as 
well as other executives who were in- 
terested in the control and stabilization 
of employment in their organizations. 
The meeting was largely attended. 


Buffalo, Rochester, Syracuse: 
Topic: None 
The first tri-Control meeting of the 
Buffalo, Rochester, and Syracuse Controls 
was held at the Rochester Club on May 
1 under the direction of the Rochester 
Control. The sole purpose of the meet- 
ing was to join forces and get acquainted 
in an evening of fellowship among them- 
selves and with some of the national 
officers of the Institute. Mr. Oscar N. 
Lindahl, national president of The Insti- 
tute, and Mr. Arthur R. Tucker, manag- 
ing director, were present. 


Chicago: 
Annual Meeting 
The last meeting of the Chicago Con- 
trol for the season, until September, was 
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held on May 23 at the Medinah Country 
Club. It consisted of the annual golf 
tournament starting at 1:30 P.M., a din- 
ner at 7:00 P.M., followed by the annual 
meeting at which the main business was 
the election of officers and directors of 
the Control for the ensuing year. 


Cincinnati: 
Topic: Social Gathering 
The regular meeting of the Cincinnati 
Control was held at the offices of the 
Cincinnati Gas and Electric Company 
with Mr. George F. Brenner of the com- 
pany as chairman. He was assisted by 
Messrs. Johnson, Boal and Helfrey, who 
acted as a committee to bring out a com- 
plete attendance. It was a social meet- 
ing for members only, with special door 
prizes. The Nominating Committee pre- 
sented the list of nominees for officers 
and directors for the year 1940-1941 
which is to be voted on at the June meet- 
ing. 


Cleveland: 

Topic: Review of the Proceedings 
of the Mid-Western Conference at 
Chicago 

For the program of the monthly meet- 
ing of the Cleveland Control, which was 
held on May 14 at Hotel Cleveland, 
members who attended the Controllers 
Mid-Western Conference in Chicago re- 
viewed the proceedings at the Conference. 
Among the members who attended the 
Chicago regional meeting were Messrs. 
Tobin, Mitchell, Lorenz, Heidgen, Carr, 
and others. The variety of viewpoints 
of these members provided an entertain- 
ing program. They expressed the opin- 
ion that the Conference was interesting 
and well worth attending. The various 
conferences were discussed, with com- 
ment on the subjects, and questions about 
them were answered. 

Mr. R. J. Snyder, chairman of the 
Program Committee, announced that the 
annual meeting of the Control will be 
held on June 11 at a country club to be 
selected later. 

Upon request, Mr. Grikshell, a new 
member of the Control, gave a short his- 
tory of his company, The Addressograph- 
Multigraph Corporation, and mentioned 
that one of his accounting problems is 
the handling of fifty to sixty thousand ac- 
counts receivable. He also brought up 
for discussion the New York Sales Tax 
Law under which assessment is made on 
sales consummater in New York, regard- 
less of the origin or destination of the 
shipment. Several members exchanged 
experiences with this tax. 


This is the time to set aside the dates of 
the Ninth Annual Meeting of The Control- 
lers Institute of America, September 23 and 
24. The sessions will be held at Hotel 
Waldorf-Astoria, New York City. 
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PERSONAL NOTES 


Mr. E. A. Berry was recently elected 
treasurer of Koppers Company, to succeed 
Mr. S. T. Brown, retired because of illness. 
Mr. Berry had been assistant treasurer. Mr. 
Berry was employed by the company in 
1914 as a bookkeeper at Chicago and re- 
moved to Pittsburgh, the headquarters of 
the company, in 1915. He was promoted 
to chief clerk to the treasurer in 1916, au- 
ditor in 1927, and assistant treasurer in 
1939. 

He has been associated with Mr. Brown 
since beginning his employment with Kop- 
pers and assisted him in the development 
of the treasury department. Next to Mr. 
Brown he has had the longest continuous 
service with the treasury department, hav- 
ing become associated with the company 
only four years after Mr. Brown. 

Before joining Koppers Mr. Berry was 
employed by the American Radiator Com- 
pany and Federal Sign Systems Company, 
Chicago, and the M. Rumely Company, La 
Porte, Indiana, in accounting capacities, 
after receiving his public school and ac- 
counting education in Chicago. He was 
born at Lake Linden, Michigan. 

Mr. Berry served a term as president of 
the Pittsburgh Control of The Controllers 
Institute of America, and is now a director 
of the Control. He became a member of 
The Institute on March 26, 1934. 


RAY W. DARNELL 


Mr. Ray W. Darnell died in Chicago on 
February 10 of angina pectoris. He was 
forty-nine years old and was a vice-president 
of W. C. Ritchie and Company, Chicago. 
He had been a member of The Controllers 
Institute of America since November, 1938, 
and was associated with the Chicago Con- 
trol. 

Mr. Darnell spent the early years of his 
business life in the automobile manufac- 
turing field—with Studebaker, Continental 
Motors and Dodge Brothers—in produc- 
tion work, industrial engineering and cost 
accounting. Following this he served as 
controller of Ritter Dental Manufacturing 
Company of Rochester, New York, for a 
number of years, after which he was sec- 
retary and controller of Federal Electric 
Company for several years. At the time 
of his decease he was vice-president of 
W. C. Ritchie and Company. 


Ask for list of duties of controller. 
No charge. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








EMPLOYMENT 


Controller 

A member of The Institute and a 
certified public accountant (New York) 
is available immediately. He has had 
more than ten years’ experience with 
nationally known accounting firms and 
in his own practice. He has been in 
charge of a variety of engagements cov- 
ering many lines of business, and is 
thoroughly experienced in audits, finan- 
cial statements, systematizing, cost ac- 
counting, statistics and analytical work; 
preparation of federal, state, and munici- 
pal tax returns, Securities and Exchange 
Commission reports. He has conducted 
financial surveys and fraud investigations, 
and has been the controller of a large 
manufacturing company in full charge of 
general and cost accounts, statistical de- 
partment, inventory records, office and 
factory payrolls, and supervision office 
personnel. He has held other executive 
positions, as auditor and office manager, 
and in full charge of accounting systems. 
Married, age 49, excellent health, refer- 
ences of the highest type. Address No. 
300, “The Controller.” 


Controller 

As controller and auditor for the past 
eleven years of a large New York City 
newspaper, this member of The Con- 
trollers Institute has, in the words of his 
president, handled a difficult job ably and 
well, and the capable staff in his depart- 
ment is an index to his executive abilities. 
He is recommended as a competent, clear- 
thinking executive, well versed in corpo- 
rate tax and general accounting, and has 
the ability to strike through detail and 
grasp the essential factors of problems 
which demand sound, adequate judgment. 
His previous experience of more than 
ten years was as assistant manager of the 
accounting division of a prominent news- 
paper in Philadelphia. In this position 
his principal duties were managerial, 
systematizing, and acting as employment 
manager for the accounting division 
which had a personnel of more than one 
hundred. Good appearance and _ ad- 
dress, executive personality, diplomati- 
cally aggressive, enthusiastic, and friendly. 
Address No. 338, ‘The Controller.” 


Accountant Available 

An accountant presently employed seeks 
a position as chief accountant or assistant 
to controller. Fourteen years in public and 
corporate accounting. Experience in gen- 
eral accounting, costs and preparation of all 
forms of tax returns. Will accept salary 
of $3,500 per year. Address No. 339, 
“The Controller.” 


If you have not obtained a certificate 
of membership in The Controllers Insti- 
tute, communicate with the national office. 
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PURPOSES OF THE 
CONTROLLERS INSTI- 
TUTE OF AMERICA 


HE following statement of 

the Purposes of the Control- 
lers Institute of America was pre- 
pared when The Institute was or- 
ganized late in 1931. It has not 
been found necessary or desirable 
to alter this statement—a tribute 
to the foresight of those who es- 
tablished the organization. The 
Statement reads: 


PURPOSES 


To conserve and advance the interests 
of controllers are, broadly speaking, the 
purposes of The Controllers Institute of 
America. 

Establishment of professional status 
for the controller is one method by which 
his interests may be advanced. It is the 
purpose of the Institute to provide means 
for affording professional standing for 
controllers, first by setting up profes- 
sional standards, and then by applying 
those standards, by requiring adherence 
to them as a requisite for membership. 

Setting up professional standards, while 
it is one of the objects of the Institute, 
comprises but a part of its program. 
Study of the professional and technical 
problems of the controller makes up a 
large part of its work. 


The Institute encourages the prepara- 
tion of papers and addresses on subjects 
of special interest to controllers; it pro- 
vides a means for assembling facts and 
information of value to controllers, and 
for publication of books, pamphlets, re- 
ports and bulletins. 

Study of accounting, budgetary, finan- 
cial, management and other problems 
which arise in the day to day work of 
controllers is an important objective 
served by the Institute. Such study it 
is believed will aid in improving and 
standardizing controllership procedure, 
and will help to improve the quality of 
work done by controllers, thus making 
them of greater value to their business 
organizations. 

The Institute aims to give to execu- 
tives and to business men generally, to 
bankers and others, an understanding of 


the most ethical and approved methods | 


of recording, accounting, evaluating, and 


PES ANA SELLE LES OPE LA LG REE PNE 


stating business and financial facts, with 


a view to improving such procedures. 


The organization purposes to provide } 


means whereby controllers may more ef- 
ficiently perform their difficult duties, 
and to secure for the controller inde- 
pendence of thought and action, and the 
right to use his individual judgment in 


his official capacity and in the discharge | 


of his duties. 
_ The charter of the Institute permits 
it to confer a title on its members which 


shall be indicative of membership in the] 


organization. It may conduct an em- 
ployment bureau, and aid in settling dif- 
ferences. The Institute may serve also 
as the medium for presenting to the pub- 
lic, information concerning work of con- 
trollers, and facts of an economic char- 
acter that will be of value to business. 




















USES SEVERAL TYPES OF 
UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINES IN 
\TS ACCOUNTING OFFICES 
WANDLES TREMENDOU 
VOLUME OF CUSTOMERS’ 
ACCOUNTS WATH 
SPEED, EASE AND 
ACCURACY 


Sundstrand Ac- 

counting Machines of 
thetypeusedby TheTexas 

Company. With only 10 
numeral keys and an array 

of time-saving, automatic 
features, these machines permit 
the top speed posting essential to 
handling statements and other ac- 


- ) counting details on time. 








OU’D expect an organization such as The 

Texas Company to select accounting 
machines with plenty of pick-up and pep... 
wouldn’t you? The idea of handling gasoline 
and oil accounting on slow, outmoded machines 
simply doesn’t fit. 

In a chain of busy Texaco Accounting Offices, 
Underwood Elliott Fisher Accounting Machines 
speed along in high gear posting customers’ 
accounts and preparing statements in one opera- 
tion, getting them into the mails on time. 

Just as The Texas Company makes more than 
one kind of motor fuel so does Underwood 


UNDERWOOD-ELLIOTT 


Elliott Fisher make a number of types of ac- 


counting machines . . . and then maintains a 
nation-wide corps of accounting specialists to 
show business how to use them. 

No matter what your accounting problem may 
be, let Underwood Elliott Fisher cooperate with 
your own accounting staff in solving it. Just tele- 
phone our nearest Branch orwriteto Headquarters. 


Accounting Machine Division . . UNDERWOOD 
ELLIOTT FISHER COMPANY . . Accounting 
Machines, Typewriters, Adding Machines, Carbon 
Paper, Ribbons and other Supplies, One Park 
Avenue, New York . . Sales and Service Everywhere. 
Underwood Elliott Fisher Speeds the World’s Business 


FISHER-SUNDSTRAND 


ACCOUNTING MACHINES qucccsisistisct cc 





























EDRO aska da man for iittla peanut machine. the man 
no hava the little machines—so zingo! Pedro’s stuck 
with a whole calliope. Another victim of too much machine 
because there was too limited a line to choose from, And 
wiser heads than Pedro’s have been sold machines—figur- 


ing machines—that didn’t fit their businesses any better. 


IT CAN’T HAPPEN WITH MONROE 


Monroe’s line is complete. Take adding-calculators: Monroe has 
no less than 24 to choose from. All the way from the small, hand 
operated Model L to the remarkable A-1 Model, “master mind” 
of all automatic calculating machines. With such a wide range 
of machines Monroe and only Monroe can fit any situation in 


any business. 
In short, Monroe has a figuring service that “fits like a glove!” 


MONROE CALCULATING MACHINE COMPANY, INC. 
General Offices — ORANGE, NEW JERSEY 


Branch Offices in all Principal Cities 


If your work calls for occasional figuring in your 
office, at home, on the road, here’s the answer: the 
Monroe Calculator Model L. It weighs less than 8 
pounds and occupies no more area than a letterhead. 


For easing the load of volume figures of all kinds, 
the Monroe Calculator A-1 has no equal. Completely 
automatic, with automatic short-cut multiplication; 
a new and unique time saver in mechanical figuring. 
e 
Besides adding-calculators the Monroe line 
includes adding-listing, accounting, and book- 
keeping machines, also check writing equipment. 
e 
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